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. IS MUCH EASIER to send a customer’s references to 
your Credit Interchange Bureau for clearance, rather than 
to write each one of them direct for information! Such 
references may be “hand-picked” by the customer. As such, 
they may not give you the true story. ..When you clear these 
references through your Bureau, you save time, postage and 
stationery. And you receive not only credit clearance from 
the references given, but also unbiased, impartial credit ex- 
change from other sources—all tabulated for quick analysis 


... Get the complete picture of the customer’s paying habit 
from.a Credit Interchange Report. 

















For further information, consult your Bureau, or write 
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Credit in a War Crisis 


O WIN a war you need men, armament, a confidence in the justice of your cause, 

the will to fight — and credit. Wars have been won and lost due to credit condi- 

tions. Free people cannot conduct a war without credit for it is such an important 
factor in war preparedness. It is a strategic item more important even than many of the 
scarce materials we are now stockpiling. 


How unfortunate it is that as we again face a crisis we have not had the wisdom nor 
the courage nor the desire in government circles to stockpile credit. Our reservoir of 
credit is very low. Through conservation of credit we can finance our program but we 
cannot do so if we continue to dissipate credit as we have in the past several decades. 

Times of peace shotld be days of filling the storehouse of credit. You fill it by bal- 
ancing your budget and by making peacetime government costs reasonable so that the 
tax load does not drain off the credit needed for the expansion of business and for the 


accumulation of savings to be utilized for agricultural, industrial and service develop- 
ment. With the tremendous debt we have it must be obvious to everyone that priority 
must be given credit for purposes of defense. To take some of our precious credit at 
such a time as this for purposes of social change is almost suicidal. There is no reason 
why credit used for that purpose should not be curtailed. There is every reason why it 
needs to be eliminated for the duration of the war crisis. 


Even the problem of keeping credit sound for our defense work is going to be tre- 
mendous. Business realizes that the tax load, high as it is, must be increased; but indus- 
tries have every right to expect, as has every citizen in the free world, a tax bill free 
from expenditures that are needless and which reflect objectives questionable at best 
but certainly most untimely in this particular period. 


The idea of making a corporate tax retroactive is not conducive to sound credit. 
Corporations have issued their balance sheets for the first six months of the year and 
have frequently procured credit on the basis of those balance sheets which have reflected 
the taxes the law imposed. A retroactive tax is a confiscatory capital levy wholly foreign 
to governmental policy among a free people. The abandonment of principles of justice 
and fairness can never be justified by the expedient of a crisis. 


We must pay our way as we go and we have to accept the tax bill as an insurance 
for a continuation of our own freedom. That does not mean that we should not care- 
fully scrutinize the tax bill nor strenuously object to tax impositions that are not 
acceptable to a free people. As a matter of fact it is our duty to object if we are sincere 
in our desire to maintain a way of life that has made our country great and which we 
hope may set a pattern for all the free people of the world. 


- ‘nnn 
HENRY H. HEIMANN, 


EXECUTIVE MANAGER 
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Where Shall We Find The Answer? 


scientific approach to credit 
analysis is upon the awareness 
of change and the study of trend, we 
must lean most heavily upon those 
sources of information most likely to 
throw light upon change and trend. 
In organized credit reporting there 
is no more flexible or fluid service 
for this purpose than Credit Inter- 
change Service. The time-lapse be- 
tween the date of the reported ma- 
terial and the date when the infor- 
mation reaches us is shorter than 
that involved in other formal re- 
ports; a single report shows impor- 
tant trend information; and re- 
ports can be had at frequent inter- 
vals for trend comparisons. 
Credit Interchange reports reflect 
a wealth of information and valid 
grounds for inference about a debt- 
or’s buying habits, his relations with 
his sources of supply, his paying 
habits and changes in them. They 
are a running record of actual buy- 
ing and paying performance, the 
closest, the most objective, and the 
teadiest key we have to changes in 
liquidity. 


§ se the whole emphasis of a 


NFORMATION that can _ be 
gleaned from individual and suc- 

cessive Credit Interchange reports 

includes : 

Location of debtor’s buying mark- 
ets ; 

Lines purchased ; 

Purchase terms; 

Length of relations with sources; 
hanges in markets, lines, terms, 
sources ; 


(Part II) 


by H. M. SOMMERS 


Credit Manager, Trojan Hosiery Mills, Indianapolis 


(This is the fifth in a series of articles 
on a scientific method of credit anal- 
ysis. In the first three the author 
gradually developed the exact word- 
ing of the crucial question which 
must be answered before a satisfac- 
tory credit decision can be made. 
Last month’s article dealt with the 
sources of information from which 
we could find the answer to the ques- 
tion. Here the subject of sources is 
developed further. In coming issues 
the author will show how this infor- 
mation should be evaluated and ana- 
lyzed so that the answer to the ques- 
tion will be the correct one.) 


Date creditor’s experience was re- 
quested ; 

Date of each creditor’s last sale; 

High credit; 

Extent to which high credit was be- 
ing used at date of report; 

Amount owed to each reporting 
creditor ; 

Amount past due; 

Aggregate reported debt; 

Aggregate reported past-due debt ; 

Degree of promptness or slowness in 
payments ; 

Trend of payments ; 

Discounts forfeited ; 

Unfair deductions ; 

Attorney collections ; extensions ; ir- 
regular settlements, etc., and 

Creditor satisfaction or dissatisfac- 
tion. 
It’s a long time between bal- 

ance-sheets! The changes in liquid- 

ity and debt-paying ability, for bet- 
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ter or for worse, that will be shown 
on your customer’s next balance- 
sheet, December 31, 1950, which you 
will not receive until February or 
March 1951, will not have occurred 
overnight ; they will more than likely 
have taken place gradually through- 
out 1950. They are being reflected 
in your customer’s purchases and 
payments NOW— in Credit Inter- 
change Reports available to you in 
September, October, November of 
this year. Credit Interchange Re- 
ports test the correctness of our li- 
quidity-analysis and our trend-analy- 
sis of financial statements, and trace 
the actual trend-profile in the long 
interval between statements, provid- 
ing either the caution or the go-ahead 
signals needed. 


FOR general coverage of the prin- 
cipal data needed for evaluating 
a customer’s credit, the most com- 
prehensive reports obtainable from 
any single source are to be had from 
the general and specialized mercan- 
tile agencies, although the very com- 
prehensiveness of this coverage nat- 
urally limits the frequency of the re- 
ports and their capacity for reflect- 
ing change. 

The general mercantile report, in- 
cluding as it does historical, per- 
sonal and background information, 
legal composition, financial informa- 
tion, banking relations, methods of 
operation, etc., provides a general 
frame-work of basic data from which 
more specialized and detailed in- 
vestigation may proceed when re- 
quired. Its content suggests the 
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paths we must follow in order, by 
direct investigation and through 
other sources, to bring ourselves 
more nearly up to date on signifi- 
cant changes since the date of the 
report. 

In certain types of mercantile re- 
ports analytical discussion points up 
the significance of financial and op- 
erating trends. Trade investigations, 
however, do not furnish the detailed 
and date-defined information ob- 
tainable in Credit Interchange Re- 
ports, a fact of importance in any 
trend-approach to credit analysis. 


PECIALIZED mercantile agen- 

cies that limit their investigation 
to restricted fields of commercial 
activity usually supply, in their re- 
spective fields, about the same data 
supplied by the general agency, with 
perhaps more emphasis on operating 
details and closer contact with prin- 
cipal suppliers in their field, but 
with less comprehensive coverage of 
the debtor’s total trade relations 
when he buys diversified lines. 

A mercantile report of any kind, 
if it is to provide fairly compre- 
hensive coverage, should include at 
least the following data: 

Legal composition ; 

Capital structure, if corporation ; 

Location of branches; 

Subsidiaries, parent guaranties, and 
and inter-company relations ; 

History of business; failure and fire 
record ; 

Names, ages, and experience of 
principals; their duties ; 

Kind of operation: Manufacturing, 
retailing, wholesaling, etc. ; 

Products sold; terms of sale; 

Location of buying and 
markets ; 

Purchase terms; 

Description of location ; 

Financial statements, 
several ; 

Sales volume, profits, dividends ; 

Bank relations ; 

Trade reports, including: 

Date of creditor’s report, High- 

est recent credit, Amount owed, 

Amount past due, Terms of sale, 

Manner of payment and Date of 

last sale. 


selling 


preferably 


ROM banks we seek keys, clues, 
and confirmations. We confirm 
the cash shown on the latest finan- 
cial statement as a clue to its honesty 
and accuracy. We ask for average 
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balances in order to learn whether 
cash at statement date was repre- 
sentative. We ask for the bank’s ex- 
perience on loans, clean-ups and bal- 
ances maintained, and for the line 
of credit open as clues to availability 
of funds to the debtor as he needs 
them. We ask about security which 
the bank has required on loans as an 
index of the bank’s estimate of the 
risk. Since the lending of depositors’ 
money must be based upon sound 
credit policies and is regulated by 
law, a bank’s attitude may well be 
a solid measuring stick against 
which we may compare our own es- 
timate of the risk. 

Checking down to date for change 
in banking relations is particularly 
important when bank support has 
been heavy and when the mercan- 
tile agency’s reports or other in- 
formation available are not up to 
date on this question. For while 
such changes result from the trend 
of events over a period of time, the 
actual change in borrowing facili- 
ties occurs seemingly overnight with 
disastrous implications for creditors 
who have taken continued bank sup- 
port for granted or who have other- 
wise failed to anticipate change. 


UT because of their traditional 
conservatism and caution banks 
usually hesitate to divulge to un- 
known inquirers any but routine 
loan-ledger experience couched in 
round and somewhat indefinite fig- 
ures. The chance of uncovering 
more complete and informative data 
is greater when the inquiry is made 
through the agency of the creditor- 
company’s own bank rather than di- 
rectly. 
The inquiry should cover: 

Your reason for seeking information 
(new order; routine revision, 
etc.) ; 

Size of order if new account; your 
experience if you are revising; 
How long the bank has had the ac- 
count (recent changes sometimes 
quite significant) ; 

Bank’s line of credit ; 

Security required ; 

Loans outstanding; 
loan ; 

Maturity ; 

Average balances maintained ; 


purpose of 


" If balances are satisfactory ; 


Past loans; past clean-ups ; 
Verification of cash on financial 
statement ; 


Bank’s knowledge of debtor’s repu- 
tation in the trade, and 

Bank’s opinion of general responsi- 
bility. 


— it is properly used, one 
of the most fruitful sources for 
obtaining credit information of re- 
cent vintage is direct contact with 
other creditors, preferably personal 
or telephone contact. 

But other creditors certainly 
should not be bombarded with in- 
discriminate inquiries of the double- 
postcard variety. Names of such 
creditors should be appended to your 
request for a Credit Interchange 
clearance. The central clearing- 
house advantages of Credit Inter- 
change reports provide diesel-pow- 
ered service which should all but 
eliminate horse-and-cart direct  in- 
quiries and leave excuse for them 
only in special cases where there is 
need for amplification, explanation, 
and other inside data, or where 
there is a chance to pick up needed 
side-lights or trustworthy creditor- 
comment. In such cases personal or 
telephone contact is superior to mail 
inquiry. 

Interviews of this nature bring 
out not only specific paying and pur- 
chasing history and its trend, but 
“up-to-yesterday’s” information 
about the debtor’s methods of oper- 
ation, about business activity in the 
debtor’s community, special prob- 
lems confronting him, and market 
trends in other lines sold by the 
debtor (which may differ from your 
line). The. creditor consulted can 
give you his evaluation of the debt- 
or’s management techniques, his at- 
tentiveness to business, and other 
personal observations he may have 
made in his direct contact with his 
customer. 

But such interviews with other 
creditors are time-consuming and 
usually not physically feasible in any 
extensive way. 


ROUP creditor discussions such 

as those sponsored by your lo- 
cal Association of Credit Men, by 
one or more of the specialized agen- 
cies, and by certain trade associa- 
tions, accomplish this purpose much 
more efficiently. Just as Credit In- 
terchange Service eliminates waste- 
ful direct exchange of ledger experi- 
ence by mail, so Industry Credit 
Groups eliminate cumbersome and 
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time-consuming direct personal con- 
tact with other individual creditors. 
They afford maximum opportunity 
for creditors to discuss mutual ac- 
counts with a minimum expenditure 
of time. Here is a place_to learn the 
trend of Jones’ buying and paying 
performance right down to “this 
morning” and to pick up investiga- 
tive leads about other happenings 
currently going on in Jones’ busi- 
ness. It is a place to catch signals 
of changes in market activity in spe- 
cific industries and hints of trend 
in general business activity. It is a 
place to add to an ever-accumulating 
fund of information about trade 
practices which may serve as a norm 
by which you may evaluate your 
customers’ operations as well as 
your own policies. 


ROM numerous other sources 

we may seek tie-in and verifica- 
tion data of a specific nature about 
our customer and his business when 
it is needed: 

From his insurance agent, when 
authorized by the insured, we may 
obtain certificates of insurance 
showing the character, extent, and 
terms of coverage. 

From his landlord we may seek 
verification of the terms of the 
lease, how long the customer has 
been in business at his present ad- 
dress, and how promptly the rent 
has been paid. 

From county court records we 
may learn of, or verify, chattel 
mortgages, real estate mortgages, 
judgments, liens, deeds, etc. 

Amplified financial statements, 
trend of earnings and of dividend 
payments, as well as descriptive de- 
tails of operations and policies of 
large corporations may be had from 
their printed annual reports to 
stockholders. 

Local newspapers keep us in- 
formed of fires, thefts, remodeling, 
expansion, deaths, removals, etc., in 
the local area on accounts already 
established. National trade dailies 
and weeklies do the same on a na- 
tional basis. A clerk should be as- 
signed to the regular task of spot- 
ting these notices. 


peat out from specific in- 
formation about Jones’ busi- 
ness unit to that wider framework 
of industry and general business of 
which it is a part and in which it 
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functions, we seek more general in- 
formation 1rom a wide variety of 
sources : 

Your own local Association of 
Credit Men will provide you with 
information about business activity 
in a specific industry or in a par- 
ticular locality. 

If you want to check on what 
industries predominate in a given 


CREpir AND FINANCIAL MANAGEMENT, August, 1950 


ee 


5 he 


& £ @ £44444 64246464 4 4 4 €4444 44 @ £44644 65 555% 


Mercantile Agencies 


Tende G07¥6. ...2 cc cccccesess Vv | 
Vv 


Check-List of Sources 


And Where to find it 















































© | 
e| | | | 
no n E an 
¥ic e 
o|.o} 2 S1ole|] |Srs]e 
5/2 a! || 19/4] si2/e 
O|a/ 2% ~~; SIOls| S/S18/3 
2} 5] 50 elelZlY a! 21216]. 
| O|< SO} LSI EOS ee] O/2/ sys 
2/2] elo] 8] Bio] 2] .| 2/—1e 3 le 
OA] el 5 let] s|O/</ £14) Velo 
al si Y) | QS] e o| 2) olny 
“IO| si &lolt] 2isi-5] Elo). Eel cis 
S)410] 3) 6/312) 2) o) 8] 8) 2] o]cls 
SIS] e) 2) sl] O1Y) Siecle) S| ole1o 
DIO JOS! JO IZ 1A |O]O | | | JO fre 
Vv Vv | 
Vv “ Vv oo 
vi iv | } | 
Vv } | 
Vv {| 
a | 
Viv V/ 
Viv | 
Viv 
Viv Vv Vv 
Vivi v 
Viv 
| 
viv Pt Ts ee 
| ia | | | 
Vv | 
Vv | 
Vv Vv | | 
| 
Vv 
Vv 
Vv 
Viv Vv 
Vv 
Vv 
Vivi v 
Viv 
Viv ; | 
viviv} |v 
v | 
Viv 
Vv Vv 
Viv Vv 
Viv 
viel tvl tt | 
Viv | | | 
Vv ; | 
Vv | 
Vv | 
| 
Vv | 
| 
| Vv 
Viv Vi viv Vv 
Viv Viviviviv| vi viv 
Viv Viviviviv v 
Vi viv Vv Viv Vv 
Viv vi ViVviVviviviv 


retailer’s community, when such in- 
formation is important as in the case 
of strikes and lay-offs, you can 
consult your local or State Cham- 
ber of Commerce. 

Trade association bulletins and 
trade journals carry news about 
industry developments, market 
trends, new methods and techniques, 

(Continued on .page 22) 





Practically everyone is agreed that pensions, 


like virtue, are “a good thing.” However there 


are so many different approaches to the problem 


that much thought must be given to it, since 


Pension Plans Are Here to Stay 


by EDWIN McINNIS 


Trust Officer, Bank of America, N. T. & S. A., San Francisco 


tion that the subject of pen- 

sions has had in the last two 
years, one might think that pension 
plans in industry are a modern in- 
vention. To a great extent it is a 
modern trend, though some pension 
and profit-sharing plans, which are 
usually discussed together, were in 
effect from as far back as 1875. The 
American Express Company in that 
year set up a pension plan. Twelve 
years ago Social Security with an 
old-age annuity program came into 
existence. By 1940 there were only 
about 500 plans approved for tax 
exemptions contributing about 150 
million annually. Then came “excess 
profits taxes” and a great deal more 
attention was given to pensions. 
With this tax and other factors the 
idea grew so that today there are 
about 13,000 approved plans in ex- 
istence covering about 7,000,000 
workers. In 1949 industry paid out 
probably one and a quarter bil- 
lion in addition to Social Security. 
Recent negotiations on plans have 
made so much news that few busi- 
ness men are without any interest 
in the subject, no matter how far 
away the prospect of a plan in their 
own business may seem to be right 
now. The miner’s welfare fund was 
established about four years ago, 
though the idea arose out of an in- 
tention to protect miners disabled 
by injuries. Several large corpora- 


(“sion tat ie all the atten- 
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tions have settled their difficulties 
and pensions have been agreed 
upon. Chrysler was on strike two 
months with more, it is said, than 
250 million lost in business and 350 
million lost in wages, all over the 
insistence by the workers of a 
“cents-per-hour-payment into a kitty 
fund” over which the workers de- 
manded joint control. 

The local Longshoremen’s and 
Warehousemen’s Union has served 
notice of a strike next year if neces- 
sary to obtain a pension. The lead- 
ers point out the need of such pro- 
tection and state that the member- 
ship roll has over 10% of the mem- 
bers, over 1,000 men, over 65 years 
of age. 


1 pied may call the drive for pen- 
sions, whether arising from in- 
dividual or union interest, a trend, 
a drive, or a program. At least it 
is not a passing fancy. Let’s read 
from the Steel Board’s Report: 


We think that all industry, in 
the absence of Government pro- 
grams, owes an obligation to 

. 


These two articles which so aptly 
complement each other are taken 
from addresses delivered recently be- 
fore Association meetings in San 


Francisco and Pittsburgh. 


workers to provide for mainte- 
nance of the human body in the 
form of medical and similar ben- 
efits and full depreciation in the 
form of old-age retirement — in 
the same way as it does now for 
plant and machinery. This obli- 
gation is one which should be ful- 
filled by enlightened business 
management, not when everything 
else has been taken care of, but as 
one of the fixed costs of doing 
business—one of the first charges 
on revenues before profits. It 
should be viewed as somewhat 
comparable to the necessity of 
making maintenance and depre- 
ciation allowances on non-human 
machinery. 


Government for many years has 
offered tax deductions to employers 
maintaining pension plans. If the 
plan is approved, found free from 
discrimination in favor of stockhold- 
er employees, or executives, there 
are these tax advantages—a deduc- 
tion for contributions to the plan. 
freedom from taxation of the earn- 
ings of the fund, and limited taxa- 
tion on an annuity basis of the bene- 
fits distributed under the plan. 


ATURALLY some will sug- 

gest that ordinary thrift and 
careful investments in the manner 
in which our fathers and grandfath- 

(Continued on page 18) 
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The cost of maintaining a pension fund is not 


“what you hope it will or won’t be, but rather 


what you actually have to pay out when it comes 


time to pay the benefits.” Hence the question: 


Can Your Company Pay For Them? 


by SAMUEL L. H. BURK 


Director of Industrial Relations, Pittsburgh Plate Glass Company, Pittsburgh 


every employed person, wheth- 

er self-employed or employed 
by others, was to be provided 
with $100.00 a month pension by 
his employer and that the $100.00 
per month figure would include 
present social security benefits. To 
set aside enough money to buy 
annuities immediately for people 
who are now at work and are over 
sixty-five years old, all employers 
would have to seet aside $26,000,- 
000,000.00. If we were all to fund 
our past service liability over a 
twenty-five year period, we would 
have to set aside in that time $108,- 
000,000,000.00. In addition, we 
would have to set aside seven and 
one-half billion dollars per year in 
each of the twenty years to meet the 
normal or future service cost. This 
would equal $150,000,000,000.00 
over a twenty-year period. There- 
fore, the total cost of such an agree- 
able objective over the next twenty 
years would take a total of $284,- 
000,000,000.00 out of the industrial 
and commercial economy. In the first 
year alone, employers would have to 
set aside $39,000,000,000.00 which 
is almost equal to the Federal bud- 
get of 1948. There is a serious 
question of whether this much 
money could be taken out of the 
economy annually and have it func- 
tion properly as we know it. 

Owever, in the space available, 


| ET us assume for a moment that 


we cannot give much more attention 
to this overall problem of the effect 
of pensions on the national economy. 
I should like, therefore, to discuss 
the factors involved in pension costs 
for individual companies. 


5 er first thing that strikes me 
when I make a statement like 
the one immediately preceding is 
the use of the word “costs.” Liter- 
ally and logically speaking the only 
true costs are what you eventually 
pay out in pension benefits as a re- 
sult of your pension plan or your 
pension agreement. Current pay- 
ments into some pension reserve 
fund or insured fund to meet future 
actual costs are based on guesses in 
much the same way as a company 
guesses what its machinery depre- 
ciation cost is going to be and pro- 
vides depreciation reserves to meet 
these costs. If, however, a company 
decides to pay an annual or other 
amount into an insurance company 
or a trust company as installments 
against the payment of future bene- 
fits these funds cannot be withdrawn 
from such trusts if credit is to be 
taken for income tax purposes. To 
that extent, therefore, such pay- 
ments are true costs to the company 
but do not necessarily represent final 
actual costs of the pension plan. 
With that very technical distinc- 
tion drawn between costs and esti- 
mates, I am going to use the word 


CREDIT AND FINANCIAL MANAGEMENT, August, 1950 





“cost” in my future discussion even 
though in most cases I mean “esti- 
mate.” It is necessary that we ex- 
amine the cost elements involved in 
a pension program. 


|F WE oversimplify the problem 
we can state that the actual cost 
of a pension program is equal to the 
volume of benefits paid, plus ad- 
ministrative costs, minus interests 
earned, minus any employee contri- 
butions that may go into the plan. 
This will be the true cost regardless 
of what actuaries, banks, insurance 
companies or others may estimate 
or hope they will be. 

It is very easy to see, however, 
that the basic “if” in this very sim- 
plified equation is the matter of the 
volume of benefits paid. Naturally, 
one of the large items contributing 
to the volume of benefits has to do 
with the provisions of the plan. In 
any plan, one of the main provisions 
in the matter of eligibility deals with 
the age for retirement or for dis- 
ability; with the length of service 
required for retirement or disability 
payments; with the provisions set 
up in the pension agreement as to 
what constitutes a break in service; 
as well as with the provisions as to 
how volume of service is to be ac- 
cumulated. 


ATURALLY, another very im- 
portant item is the size of the 
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benefits to be paid. Will the benefits 
be based on earnings, and if so, what 
percentage of earnings? Will the 
benefits be based on length of serv- 
ice only, and if so, how much money 
for each year of service? Will there 
be a combination of both length 
of service and earnings so that, for 
an example, an employee would draw 
a certain percentage of his earnings 
over the last ten years of his employ- 
ment prior to retirement for each 
year of continuous service? 

In the matter of cost, the element 
of total and permanent disability re- 
tirement benefits is very important. 
Insurance companies and others tell 
us that it is practically impossible to 
estimate with too great a degree of 
accuracy at this time what such pay- 
ments might cost in the future. We 
do know that insurance companies 
in the mid-thirties had had very un- 
satisfactory experience with dis- 
ability provisions of life insurance 
contracts. Therefore, the “tightness”’ 
of disability provisions in a pension 
agreement is an extremely important 
matter as far as cost and economic 
mmpact may be concerned. Naturally, 
another important item of the pro- 


visions of the plans with respect to 
size of benefits is the deductibility 
of items such as social security, 
termination allowances, unemploy- 
ment compensation, workmen’s com- 
pensation allowances and other such 
items. Plans which provide for re- 


duction in company payments, 
should social security benefits be in- 
creased in the future, are extremely 
advantageous so for as the company 
is concerned. 


‘OR want of a better term, I 

should like to say that there are 
also certain actuarial factors in- 
volved in our cost elements. Ac- 
tually, of course, all of these fac- 
tors that we have discussed are 
actuarial factors, but I can’t think 
of a better term or group heading 
under which to place the items that 
I want to discuss now. 

The actual pension benefits paid 
out will depend to a large extent 
on how many employees live until 
retirement and stay with the com- 
pany for that length of time. In 
order adequately and accurately to 
determine the possible effect of such 
factors on cost, the actuary must 
know what the past history in con- 
nection with turnover in the par- 
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ticular company has been, and be 
able to predict on the basis of this 
past history, modified by estimates 
of possible turnover in the future, 
how many employees will stay on 
with the company. 

The question of how many em- 
ployees who stay on with the com- 
pany will live until retirement age 
is one that is based on a selection 
of the various mortality tables avail- 
able. It would appear that none of 
our mortality tables is too accurate 
or dependable and many actuaries 
are selecting mortality figures more 
conservative than those shown in 
these tables. 


A’ OTHER very important item 
in cost is that of retirement 
age. Some companies and some 
unions want employees to retire at 
age sixty-five or even earlier. Other 
companies and other unions deem it 
to be advisable to have employees 
stay at work as long as possible. 
Certainly from the overall eco- 
nomic viewpoint, it would appear 
to be desirable to have employees 
continue producing just as long as 
they can produce effectively and ef- 
ficiently. There is a very great 
danger to our national economy in 
the concept that exists in a good 
many places today to the effect that 
a man becomes worthless as far as 
pioduction is concerned at some 
arbitrarily determined age such as 
sixty-five. If longevity and popula- 
tion figures continue in their present 
trends, we can expect to have an 
increasingly larger proportion of 
the population over sixty-five years 
of age. This means, of course, that 
a smaller proportion of the popula- 
tion will have to produce in larger 
and larger amounts in order to 
maintain a larger proportion of the 
population in comparative idleness. 
From the point of view of the 
individual company, it would seem 
to be advantageous that the pension 
agreement or pension plan provide 
a retirement age as late in life as 
possible. If some compulsory age 
must be selected for any reason, it 
is recommended that we come as 
close as possible to age seventy in 
such an arbitrary assignment of 
compulsory retirement ages. If it is 
not necessary to have some arbi- 
trary compulsory retirement age, a 
contract or plan should provide 
some objective means of determin- 


ing the productive efficiency of an 
individual so that he retires as soon 
as he becomes unproductive or rela- 
tively unproductive but is retained 
in the productive economy as long 
as possible. 


NOTHER very important ele- 

ment in computing or arriv- 
ing at costs of a pension program 
has to do with the manner in which 
we arrange to set aside money for 
the payment of pension benefits. Ap- 
parently, the least expensive meth- 
od is to pay benefits out of current 
earnings. This is only apparent and 
is far from true. The difficulty is 
that pension benefits payable grow 
much faster than we anticipate if 
we use no actuarial estimates in ar- 
riving at cost. 

There are numerous examples oi 
companies that have paid pension 
benefits on a pay-as-you-go basis 
and have been astonished at the 
growth of their liability in this re- 
spect. For example, one company 
which paid out about $30,000.00 in 
benefits in 1912, paid out $1,400,- 
000.00 in 1949 and this was in spite 
of the fact that during that time it 
had cut its scale of benefits in half. 
If they had not reduced the scale of 
benefits, the scale would have grown 
at the rate of about 100 to 1 in 
the thirty-seven-year period. A 
large public utility paid out about 
$4,000,000.00 in benefits in 1948, 
and a check of payments in 1920 in- 
dicated that they totaled only $100,- 
000.00. There are numerous other 
examples that could have been 
quoted but I think these two ex- 
amples are significant. 

Actually, most of our pension 
plans that we have in effect today 
stem in some way from older in- 
formal plans that were truly pay-as- 
you-go approaches to the solution 
of the problem. An approach of this 
kind merely means that the older 
management is ducking its respon- 
sibility for employee pensions and 
is taking credit for profits that it 
cannot rightfully take credit for if 
pensions are inevitably in the pic- 
ture. It means that later manage- 
ments must take on the burden of 
meeting the pension benefit respon- 
sibility shirked by the older man- 
agement group. 

Another apparently cheaper way 
to provide for pension payments is 
to buy an annuity for each em- 
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ployee when he retires. This is 
naturally a sounder approach than 
paying benefits out of current earn- 
ings but, nevertheless does not meet 
the problem of growing future re- 
sponsibility. The amounts to be ex- 
pended for the purpose of buying 
annuities will increase in the same 
ratio as the amounts increase on the 
straight pay-as-you-go basis. 


M°s? managements, therefore, 
want to take some steps to 
anticipate benefit payments over and 
above the two methods quoted 
above. When considering the costs 
involved in such a desirable pro- 
gram, there are three things which 
must be taken into consideration. 

The first item has to do with the 
workers eligible for retirement at 
the inception of the plan. This usu- 
ally means a lump-sum payment of 
a total amount of money necessary 
to buy annuities for life for the 
individuals involved. This is a one- 
year payment and is not repeated in 
the cost of the pension plan. It is, 
however, usually included in the 
second item, next to be described. 

The second item is that usually 
called past service liability and cov- 
ers the cost of setting up reserves 
or funds to take care of the past 
service of employees now on the 
payroll. This past service liability 
can be paid out in one lump sum, 
and from the point of view of the 
interest factor, this is the most eco- 
nomical way. However, the Col- 
lector of Internal Revenue does not 
permit you to deduct such an item 
from any one year’s income. You 
are permitted, however, to set aside 
funds each year for as much as one- 
tenth of the total past service lia- 
bility and thus pay off your past 
service liability over an eleven- to 
twelve-year period. 

Many companies because of the 
tremendous cost impact of past serv- 
ice liability prefer to use twenty-, 
twenty-five-, thirty-, thirty-five- or 
forty-year terms over which to 
amortize past service liability. If, 
for example, a forty-year period 
were selected, it would mean that 
about four per cent of the total past 
service liability would be put away 
for each year for forty years. 

A number of companies in order 
to bring the cost of the past service 
liability factor down to the lowest 
Possible figure have adopted the 


plan of paying only the interest on 
the lump-sum past service liability 
which, in effect, keeps the past serv- 
ice liability amount from growing in 
the future but makes no provision 
for reducing the principal. 

The third item in paying for pen- 
sions is what is known as the normal 
cost or future service liability. This 
is merely the amount that has to be 
put away each year to take care of 
that particular year’s service of the 
employees who have worked during 
the year and who will be accumulat- 
ing pension benefits in that year. 


ee T groups dis- 
cussing pension costs must al- 
ways consider the manner in which 
the monies accumulated for the pay- 
ment of the pension benefits will be 
funded. One way to do this is 
through the medium of accounting 
reserves which Walter Reuther has 
recently called in connection with 
the Chrysler negotiations ‘book- 
keeping sleight of hand.” Naturally, 
the chief desire of individuals who 
decide to use this basis is to keep 
the money in the business on the 
theory that such monies can earn 
more for the business than if they 
were placed out at interest. One 
disadvantage of this method is that 
you cannot deduct amounts placed 
in such reserves as expenses for in- 
come tax purposes. 

Another way to handle the funds 
that are to be put away to pay fu- 
ture pension benefits is through 
trust funds usually handled by 
banks and trust companies or by 
insurance companies under their 
new deposit administration plans. 
This method provides trusteed re- 
sponsibility for funds, although the 
trustee assumes no_ responsibility 
for the adequacy of the funds as 
far as pension benefits are con- 
cerned. He may assume responsi- 
bility only for a minimum guaran- 
teed amount of earnings. Funds 
put away on such a basis, however, 
are allowable as income tax de- 
ductions. They have the disadvan- 
tage of taking the money irrevoca- 
bly out of the business but a paral- 
lel advantage of providing flexibility 
of payments into the funds. 


— plans are normally han- 
dled by life insurance companies. 
On this basis the life insurance 
company assumes not only responsi- 
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bility for the funds themselves but 
assures payments of the benefits. 
Such items can be used for income 
tax deduction purposes but like the 
trusteed plans, they do take the 
money irrevocably out of the busi- 
ness. Such plans are not so flexible 
as far as annual amounts of pay- 
ments are concerned as are the 
trusteed plans or the insurance com- 
pany deposit administration plans. 
They are apparently higher in cost 
because someone else takes the risk, 
and naturally, in taking a risk of 
this kind, the insurance company is 
certain to make the most conserva- 
tive guesses as to mortality, interest, 
turnover, etc. There is always the 
possibility of dividends when pay- 
ments in the past appear to have 
been too great for the needs of the 
future. Proponents of the trusteed 
method point to the fact that divi- 
dends on pension plans from insur- 
ance companies have been very few 
and far between in the past. 

In any case, when you come 
right down to the matter, as pointed 
out very much earlier, the actual 
costs are not going to be what you 
hope they. will or won’t be, but 
rather what you actually have to 
pay out when it comes time to pay 
the benefits. I am certain that any 
reputable insurance company will 
see to it that a company’s invest- 
ment of this kind is not permitted 
to grow to a point beyond which 
reasonable assurance of benefit pay- 
ments can be made. 


E COME then to our conclu- 

sions. We conclude first that 
pension costs are not accurately pre- 
dictable on a one hundred per cent 
basis. We do know, however, that 
actuarially sound estimates can be 
secured but in this connection we 
also know that payment plans must 
be frequently re-evaluated on the 
basis of actual experience and that 
these re-evaluations in most cases 
in the past have resulted in increas- 
ing the estimates of the amount of 
money that must be put away an- 
nually. 

We can also conclude that, on the 
basis of such actuarially sound es- 
timates, the benefits required by the 
pension plan, if it is a contractual 
plan, are a definite liability of the 
company. Payments to meet bene- 
fits are a part of labor costs. If 
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Capital, Trade and Bank Credit 


by R. L. HOCK 


Credit Manager, Citizens National Trust & Savings Bank, Los Angeles 


ENERALLY speaking, banks 
prefer unsecured loans. Our 
largest losses often come 

out of secured loan catagories, 
which may be another way off say- 
ing that sick people die more often 
than healthy people. In order to 
place secured bank credit in its 
proper perspective, let us consider 
how business is financed—the capi- 
tal requirements, and the amount 
and nature of trade and bank credit 
available. 

First as between capital and credit. 

Capital is money permanently in- 
vested in business. It is positive, un- 
hedged ownership. It is net worth. 
Despite increasingly loose thinking 
to the contrary capital cannot be 
borrowed. Long term loans, R.F.C. 
loans, mortgages or bond issues may 
all provide dollars for use by a 
business, but they are debts which 
some day must be repaid. Debt can- 
not be capital. You can’t borrow 
yourself out of debt. 

All businesses use credit to some 
extent. Trade credit and bank loans 
augment an owner’s capital invest- 
ment. The credit dollar works 
shoulder to shoulder with the capital 
dollar, being subject to the same 
hazards, permitting the handling 
of larger volume and presumably 
larger profits. But the wages of 
the credit dollar have a limited ceil- 
ing—reasonable gross profit to the 
trade creditor and nominal interest 
to the leading bank. The capital 
dollar gets all of the profits, the 
only limits being management abil- 
ity, business conditions and, sadly 
enough, income taxes. 


ee (taking all profits) 
should thus take most of the busi- 
ness risk. It is basically unsound for 
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trade creditors to take risks out of 
keeping with their own gross profit 
possibilities from the account. It is 
also unsound for banks to take risks 
disproportionate to their still-lower 
interest returns. 

In general, an industry creditor 
grantor has a gross profit of 15% 
to 25% with the possibility of re- 
peating this transaction with the 
same customer many times a year. 
After six sales, your accumulated 
gross profit will approximate the 
trade credit still at risk. 

The banker on a single 90-day 
transaction (even at a 6% annual 
interest rate) has a gross profit of 
only %4%. We would have to make 
and collect 66 such loans before our 
gross profit would be equivalent to 
the amount of the loan. On a purely 
mathematical basis we should be ten 
times more careful than the trade 
credit man, and trade credit men 
should limit risks to a point well 
under that of their customer’s risk 
factor. 


How much capital should a busi- 
ness have? Let’s divide this 
into two parts. First the working 
capital—for carrying current assets 
—cash receivables, inventories. A 
business should have enough of its 
own liquid resources to comfortably 
carry receivables and inventory at 
the low or ebb point of the year, 
relying on trade credit only for the 
customary terms of purchase, and 
with no bank borrowings. 

In a more definite sense, the 
working capital required depends 
primarily on four factors—sales 
volume (at low point of season), 
terms of sale, rate of inventory turn- 
over, and terms of purchase. 

Let’s take an over-simplified ex- 


ample. A fine paper wholesaler sells 
$10,000 in the lowest month of his 
seasonal year. His sales terms are 
30 days which means that accounts 
receivable will at a minimum be 
$10,000. His inventory turns about 
twelve times a year or once a month 
—which sets his minimum inventory 
at about $10,000. That makes a total 
of $20,000 in receivables and inven- 
tory 

The Wholesaler can use trade 
credit for 30 days—the normal terms 
on which he purchases which, on 
the basis of his monthly turnover. 
would be $10,000 in accounts pay- 
able. 

Subtracting our $10,000 accounts 
payable from the $20,000 receivables 
and inventory total, we arrive at a 
working capital figure of $10,000 ai 
the minimum. Any smaller amount 
of working capital of his own would 
mean either that he would have to 
get special trade terms or be slow 
in the trade; or the bank would 
have to have a continuing steady 
loan. Neither of us would like it. 
Long term trade credit or steady 
bank loans are evidence that credit 
dollars are being used as capital 
dollars, with the dubious honor of 
sharing in losses without any posst- 
bility of sharing in profits. 

The foregoing calculation on re- 
quired working capital is a mathe- 
matical approach to a non-mathe- 
matical problem. But at the same 
time it is a valuable guide to our 
thinking and sometimes brings us 
to a surprisingly accurate figure. 


S TO the second half of our 
question, a business also has to 
have capital investment in non-cut- 
rent assets. This varies widely de- 
pending on complexity of manufac- 


CREDIT AND FINANCIAL MANAGEMENT, August, 1950 





J ee aS asl 


—- wm eo 


it 


to 
ur: 
de- 


‘ac- 


950 


turing, processing, storage or de- 
livery functions. Investment in fixed 
assets should be financed by capital 
dollars rather than debt dollars to 
an even higher degree than working 
capital. Creditors are seldom repaid 
out of liquidation of fixed assets. 
[t takes dollars to pay off trade bills 
and bank loans, not brick and mor- 
tar, nor even valuable machinery 
and equipment. 

Debt of a long term nature, 
secured or supported by fixed assets, 
must be carefully scheduled so that 
payment requirements are well with- 
in the proven retained cash earnings 
of the business. If earnings do not 
materialize, every dollar invested in 
fixed assets may be a dollar taken 
out of an already weak working 
capital picture. 

You may be interested in a com- 
posite balance sheet of 13 businesses 
engaged in the wholesale printing 
and writing paper trade. The pro- 
portions have been adjusted to a 
figure of $100,000 total assets. 


Cash & securities .............. $ 10M 
NS ee eae 35 
aaa org ila kno al 35 
Current Assets ..........:. 80 
Plant & Equipment ....... be ae 
MUNN NSS aig vases oa 5 

$100M 

Trade payables .......... ... $ 21M 
I NEN oon isla Sigeaiiiees-< 8 
MONOMER 5 etc ig lass Wis aid cosieth 8 10 
Current Liabilities ........ 39 
Long term d@ebt ............... 5 
0 re 44 
Net Worth ...... sists <n e ans . 6 

$100M 


Combined gross profit rate was 
\7.5% of sales; net profit (truly a 
paper profit!) after taxes was 
1.95% of sales and 13.7% of net 
worth, 


= ideal bank loan (which is on 
an unsecured basis) is to finance 
temporary bulges in receivables and 
inventory. Picture a lift of paper 
stock of large size sheets; this rep- 
resents the normal basic level of 
inventory and receivables during a 
year. Picture several smaller lifts 
of small sized stock placed at inter- 
vals across the base sheets; these 
represent the temporary bulges in 
inventory and receivables. The ideal 
bank loan finances the small sized 


FOR COMPARISON WITH YOUR OWN RECEIVABLE FIGURES 


Official Tabulation of Results of the Chicago Survey of Active Accounts for 
May, 1950, Compared with Results of Survey for February, 1950, and May, 1949 


Discounting Paying When Due Past Due 

May Feb. May y Feb. May May’ Feb. May 

1950 1950 1949 0 1950 1949 1950 1950 1949 
Accounts— 
oe + aon 59.8% 60.5% 59.5% 30.6% 30.8% 28.7% 96% 8.7% 11.5% 
etai 
Accounts 59.5% 64.9% 67.6% 28.7% 26.6% 19.0% 11.8% 85% 13.4% 
— 
istr. 
Seema 63.5% 58.8% 55.8% 28.1% 33.0% 34.3% 84% 8.2% 9.9% 
ndustria 
Accounts 53.4% 56.3% 47.7% 37.2% 33.9% 41.8% 9.4% 9.8% 10.5% 


stock, and the business should have 
enough working capital of its own 
to finance the base sheets. 

A bank may lend on an unsecured 
basis even if the working capital is 
inadequate. The steadiness of the 
loan might be offset by a proven 
earning record which could build up 
the necessary working capital level 
in a reasonable length of time. Sub- 
stantial other assets might provide 
sufficient backlog against contingen- 
cies. Or we might fortify ourselves 
by outside endorsements or guaran- 
tees. 

Other individual circumstances, 
too numerous to mention, may well 
warrant unsecured bank credit. Your 
customers should not hesitate to talk 
to their bank about their require- 
ments. Remember that we make our 
living by serving credit needs. 


NDER what circumstances do 

banks take security? If the loan 
requested would run too long a time 
—let’s say over nine months or a 
year—we would probably investi- 
gate the collateral possibilities. This 
would apply particularly to loans 
for the purpose of buying equipment 
of any nature. If the loan is re- 
quested for a shorter period by a 
customer whom we do not know 
too well—we might protect our- 
selves by security. If the loan is 
requested for a short period in an 
amount disproportionate to the cus- 
tomer’s own working capital—we 
might consider taking some sort of 
a lien. Unsecured bank credit seldom 
reaches a level equaling working 
capital. 

We never take security to protect 
ourselves against suspected or 
known lack of honesty. There just 
isn’t enough collateral to protect us 
under such conditions. We are smart 
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enough to know that a crook can be 
smarter than we are. 

The taking of collateral by a bank 
can be a good, a bad, or an indif- 
ferent indication of business condi- 
tion or trend. 

Custom dictates secured loans to 
numerous lines of business. Cotton 
in the bale is customarily financed 
on a secured basis. Loans against 
feeder cattle on ranch or in feed lots 
are also customarily secured by 
chattel mortgages. Seasonal stocks 
of canned foods packers are custo- 
marily pledged through warehouse 
receipts. The appearance of secured 
loans to any such lines of business 
(and to many others across the 
country) should not be constructed 
as unfavorable to the overall finan- 
cial rating of the borrowers. 

If your customer shows bank 
loans on a secured basis it may be 
a favorable indication in some cases. 
A steadily increasing sales volume 
may be too much of a strain on your 
customer’s working capital to sup- 
port unsecured bank credit. How- 
ever, it can also mean substantially 
increased use of your products. 
While temporarily under-capitalized, 
this customer may be on the way up 
—and may some day achieve un- 
questioned rating as a credit risk 
and as a valuable customer. 

On the other hand, the appearance 
of secured bank loans in place 
of previous unsecured borrowings 
sometimes could be a sign of busi- 
ness deterioration. 

Operating losses, frozen inven- 
tories, slow receivables, excessive 
drawings or heavy fixed asset pur- 
chases may have convinced the bank 
that collateral had become absolutely 
necessary to protect new loans or 
continued use of previous borrow- 
ings. 
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y SECURITY of some sort ap- 
1 pears desirable, assignment of 
accounts receivable is an acceptable 
form of collateral. Generally speak- 
ing, most banks are willing to make 
loans against receivables only if the 
company shows promise of increas- 
ing its financial strength to a point 
which will warrant unsecured credit. 
In California, it is necessary to file 
with the County Recorder a notice 
of intention to engage in accounts 
receivable financing. The financing 
may be either on a notification or a 
non-notification basis. The dangers 
are mainly from fictitious accounts, 
heavy merchandise returns or be- 
cause of a generally weak customer 
clientele. There are banks in the 
country which place great emphasis 
on receivable financing. This gen- 
erally requires special handling and 


very close follow up, and often re- © 


sults in higher charges to the bor- 
rower. 


Banks also consider staple types 
of inventory as acceptable collateral. 
Usually only readily marketable raw 
materials and finished merchandise 
can be favorably considered. If 
items have limited market, or will 
need further processing before being 


salable, they are not considered de- 
sirable collateral. We also must con- 
sider other factors such as spoilage 
or rapid and wide price fluctuation. 


If the collateral offered is active 
stock in trade,. moving daily, there 
can be practical difficulties in its use 
to secure loans. On the other hand, 
slow moving or dead items cannot 
qualify as readily marketable. Loans 
on inventories must have satisfac- 
tory repayment schedules, conform- 
ing usually to the normal marketing 
movement of the items. 

The usual method of taking inven- 
tory as collateral is by its placement 
in a responsible, reliable public 
warehouse and pledging the ware- 
house receipts to secure the notes. 
Inspection, appraisals and sampling 
should indicate condition and value; 
proper insurance should be obtained. 
Acceptable warehouse receipts can 
also be provided by field warehouses 
set up on the borrower’s premises 
and which should be properly fenced 
off and marked by prominent ware- 
house signs. 

Basic requirements of a good 
warehouse receipt are that it be 
issued by an independent public 
warehouseman, that goods be en- 
tirely out of the control of the bor- 
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rower, and there shall be no public 
indication that the goods are un- 
pledged. 

In a few cases trust receipts 
issued under the Uniform Trust 
Receipts Act can also give protec- 
tion to a lender. In California, it is 
necessary to file Notice of Trust 
Receipt Financing with the Secre- 
tary of State in Sacramento. Other 
legal technicalities must be observed, 
primarily that the lending bank es- 
tablish its interest in identifying 
merchandise thru direct payment of 
the specific billings thereon. The 
borrower may have possession, and 
the right to sell the items—with the 
receivables or collected funds belong- 
ing in trust to the lender. 


ee mortgage loans on 
business equipment, or financing 
of conditional sales contracts there- 
on, are fairly common with banks. 
Repayment depends primarily on 
the long term earning power of the 
business, and the value of the col- 
lateral is of relatively minor import- 
ance to a lender. 

A bank endeavoring to sell re- 
possessed specialized equipment is 
at a great disadvantage and often 
finds slight demand at sharply re- 
duced price levels. Salability varies 
widely according to the nature of 
the equipment, the manufacturer, 
and of course the economic condi- 
tions in that particular industry. 
Printing equipment which com- 
manded premiums in the immediate 
post war period is now faced with 
a more competitive situation. And 
the same holds true in most other 
equipment lines. 

An equipment manufacturer who 
has to repossess a particular machine 
and has facilities to recondition, re- 
pair or rebuild it, as well as an ex- 
perienced and specialized sales force 
to resell in regular channels. 

There is another reason for em- 
phasizing paying ability rather than 
salvage value when considering 
equipment loans. Repossession and 
sale of a customer’s equipment puts 
him out of business. Banks do not 
want to leave in their wake the car- 
casses of two many former custo- 
mers. 

Bank loans against industrial real 
estate are favorably considered only 
when the earning power of the bor- 
rower is ample and well established. 
A plant property is only as good as 


the profits it can generate. Banks 
want loans repaid in dollars—not in 
collateral—regardless of value. 


EVERAL other points in connec- 

tion with all types of security 
may be worth mentioning. Margin, 
or down payment, or borrower’s 
equity, serves as a cushion against 
price depreciation. Almost as im- 
portant, it is “hostage money” put 
in by the customer who is extremely 
loath to see a substantial cash in- 
vestment lost thru repossession. 
Nothing is so reassuring to a banker 
as to have a considerable sum of 
his customer’s cash invested in a 
transaction—whether or not the loan 
is secured. 

The amount of margin on col- 
lateral varies with numerous cir- 
cumstances. The wider market for 
resale, the more stable the price— 
the lower the margin requirement. 
Each type of collateral needs sepa- 
rate study. If collateral is highly 
specialized, or if it depreciates 
rapidly, a larger down payment is 
desirable. 

As to length of time for repay- 
ment, it again varies. On receivable 
loans, repayment is made as receiv- 
ables are collected and it may be 
only ten days or 30 days. On inven- 
tory loans, repayment comes as the 
pledged merchandise is sold, and it 
may be 30 days or as much as nine 


months or a year in case of seasonal 
foodstuffs. 


On equipment loans, the rate at 
which equipment wears out or drops 
in resale value is an important factor. 
On light equipment and for smaller 
amounts 24 months might be a guess 
as to maximum term of loan. Other 
circumstances might permit exten- 
sion to 36 months or in very rare 
cases a longer period. 

National banks can make real 
estate loans with a maximum ma- 
turity of ten years—although on in- 
dustrial property shorter maturities 
are desirable. Profitability of a busi- 
ness or savings made by a specific 
machine are also considered in deter- 
mining rate of pay. off. 

In summary, business should have 
enough capital of its own to carry 
most of its fixed assets and to finance 
its operations during the less active 
seasons in its year. Unsecured bank 
credit is available for temporary 
bulges in receivables and inventories. 
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Compact typing-computing keyboard 
that speeds operation; new and improved 
features that speed paper handling; a 
score of automatic features that reduce 
manual effort put this Burroughs in a 
class by itself when it comes to speed and 
ease in handling accounting work. 


It’s a versatile machine, too, that will 
handle a// your accounting —customers’ 
accounts, vendors’ accounts, payroll, 
quarterly and annual government re- 
ports, stores ledger, cost ledger, general 
ledger, account analysis . . . that posts 
any record or any combination of related 
records complete in one operation! 


Let us show you how this one-machine 
accounting system can speed your ac- 
counting work, cut your accounting 
costs. Call your local Burroughs office, or 
mail the coupon. 






Ask fo see this portfolio! 


@ For the complete story on this remarkable | complete 
Burroughs Typewriter Accounting Machine... | 
for the complete story of its work on the common 
and not-so-common accounting records of 
business, just fill in and mail the coupon. 


PANN LULL 


BURROUGHS ADDING MACHINE COMPANY 
Detroit 32, Michigan 


I would like to see your new portfolio “Complete Ac- 
counting Records—All Prepared On One Machine.” 


NAME 





WHEREVER THERE’S BUSINESS THERE’S 
4 Burroughs 
Burroughs 3 
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LEGAL NEWS AND NOTES 


of interest to financial executives 


New Impact of War 
Economy on Credits 


REDIT and financial execu- 
€ tives must once more take 

new heed of those legal meas- 
ures which were so common in con- 
nection with the supplying of mate- 
rials and credits during and after 
World War II. For, though we are 
not in war officially at the moment 
of this writing, the atmosphere is 
one of war; therefore shadows and 
echoes of controls over materials 
and credits are seen and heard. 

President Truman has already is- 
sued directives to the Housing and 
Home Finance Agency and the 
Veterans’ Administration and Re- 
construction Finance Corporation 
(see the New York Times, July 19, 
1950 for the text of the letters) for 
the taking of steps to restrain the 
expansion of housing credit. One 
of the measures toward this result 
is the requiring of increases of 
down payments on purchases of 
homes and housing and repairs and 
modernization. Regulation “W” may 
soon be modified as a consistent 
measure with the foregoing. “Strict- 
er credit standards” is the shibbo- 
leth of the hour (in war non-es- 
sentials). 

It is now apparent that govern- 
ment contracts will be prolific in 
connection with the grand stepping 
up of national defense measures. 
With them will come the many 
problems which were common after 
Pearl Harbor—the relation of prime 
contractors to the government, the 
relation of sub-contractors to prime 
contractors, the relation of sub-con- 
tractors with the government, and 
the relation of sub-contractors with 
each other. It is to be recalled that 
the government, in connection with 
contracts for war materials under 
the last war, adopted a policy of fa- 
voring sub-contractors in hardship 
cases (and perhaps in many other 
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Reviewed by CARL B. EVERBERG 


Assistant Professor of Law, Boston University 


cases) even though from a strictly 
legal standpoint there was no priv- 
ity of contract between them. To 
what extent these policies will carry 
over to the new “war” era of the 
present time is not known at this 
time, but it is fair to assume, in 
view of the generally satisfactory 
manner in which it worked, that 
sub-contractors of war contracts (or 
in connection with the national de- 
fense commitments recently an- 
nounced by the President) may be 
similarly treated. Yet this is the 
place for all credit men to watch 
intently. 


HE government, in the last war, 

protected all purveyors of mate- 
rials and credits in a remarkable 
manner. Certain things were re- 
quired, of course, such as compli- 
ance with the government account- 
ing methods pertaining to costs, 
etc., but such is to be expected. 
The losses due to insolvencies of 
debtors was exceptionally low in 
view of the enormously increased 
sales over “normal” periods. Yet 
hazards were present at all times 
which could be controlled only by 
proper knowledge and understand- 
ing of the methods of the govern- 
ment. 

Amongst significant things to be 
watched is the effect of the enact- 
ment in 1940 of Assignment of 
Claims Act. This Act granted the 
right to assign payments due un- 
der government contracts. This 
Act facilitated the financing of such 
contracts by banks and financial in- 
stitutions. However, a recent deci- 
sion of the Comptroller General of 
the General Accounting Office 
(Providence Wool Combing Co. 
Inc. v. Secretary of War, 14 T. C. 
No. 116, 5/31/50) struck a slight 
chill, at least, to lenders on govern- 
ment contracts by holding that the 
assignment of a certain contract was 


subject to the set-offs by the gov- 
ernment for all withholding taxes 
arising after the assignment. The 
Act in question provides that there 
shall be no set-offs for debts aris- 
ing independently of the contract. 
But, here, it was held that the with- 
holding taxes were part and parcel 
of the contract, and did not arise 
independently of it. 


ENEGOTIATION of contracts 

is one of the necessary incidents 
of war contracting. And it must be 
recalled that sub-contracts were re- 
negotiable and it was held in the 
case (just cited above) that this 
does not mean simply the “first 
tier” of sub-contracts, but that all 
sub-contracts, no matter how re- 
mote from the prime contract, may 
be renegotiable. 

Another echo of government 
controls of critical materials comes 
out of the recent Massachusetts 
Supreme Court case of Tocci v. 
Lembo et al. 92 N. E. 2d 254, (May 
1950) in which it was held that 
where a contractor agreed to erect 
a house for another, he was not en- 
titled to recover a balance due for 
labor and materials because he failed 
to obtain the housing authority’s 
authorization to use materials un- 
der priorities control. The court 
leaves parties without relief when 
they engage in the illegal perform- 
ance of contracts. 


Final Draft of Uniform 
Commercial Code Post- 
poned Another Year. 


OUGH it was expected that a 
final draft was to have been 
adopted by the American Law In- 
stitute in May of this year, it was 
decided that it was important that 
all necessary revisions be made and 
another year has been determined 
for such purpose. 
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Toulmin's Anti-Trust Work. 
Y the April 1950 issue this new 


treatise on anti-trust laws of the 
United States was reviewed. By 
some inadvertence on the part of 
this reviewer the publisher was 
stated to be A. W. Anderson Com- 
pany of Cincinnati, Ohio. This 
should have been the W. H. Ander- 
son Company of that city. Since the 
previous review the fourth volume 
(of a total of seven) has been deliv- 
ered to set-owners. This volume 
deals with the application of anti- 
trust laws to patents, trade-marks 
and copyrights. In the author’s In- 
troduction he comments on the de- 
mands of the Department of Justice 
for such drastic remedies as the 
dedication of patents to the public, 
free licensing to the public, com- 
pulsory licensing, as penalties for 
anti-trust violations in connection 
with patented articles. And although 
the Supreme Court of United States 
has refused to go along with these 
demands, the author says that “law- 
yers and business men must face the 
fact that it is the demand.” 


Trustee in Bankruptcy 
Not Entitled to Damages 


trustee in bankruptcy has been 

judged not entitled to damages 
under the Federal Employers’ Lia- 
bility Act received by a bankrupt 
for the death of his son within six 
months of bankruptcy. 

The case of Friedman v. McHugh, 
168 F 2d 350, 11 ALR 2d 733 
holds that damages received by a 
bankrupt under the benefits of the 
Federal Employers’ Liability Act 
for a death, within six months after 
the bankruptcy, are no part of the 
bankruptcy estate and they may be 
retained by the bankrupt. The Bank- 
ruptcy Act does, however, bring any 
property vesting in the bankrupt 
within six months after bankruptcy 
“by bequest, devise, or inheritance” 
into the bankrupt’s estate. But the 
court held that such damages are 
not an “inheritance”. A beneficiary’s 
tight under this Act is a new thing, 
not a continuance of a right which 
the injured person might have had 
but for his death. It is not subject, 
therefore, to laws of succession. 


Due to the imminence of war contracts the 
author thought it well to review the special legal 
Phases of such transactions and to postpone the 
second installment on secured credits under the 
new commercial code. 
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REDIT INSURANCE is just as necessary 

to your program’ of protection as 
fire, theft and other business insurance. 
Credit losses can be just as large and just 
as serious as other losses. 


American Credit Insurance completes 
your insurance program by guaranteeing 
payment of Accounts Receivable .. . one of 
your most valuable and most vulnerable 
assets. 

American Credit pays you when your 
customers can’t .. . enables you to get 
cash for past due accounts . . . improves 
your credit standing with banks and 
suppliers. A policy can be tailored to fit 











your ‘particular needs . . . insuring, al 
accounts, a specific group, or just one 
account. es 

This timely book helps you plan sound 
credit policy. For a copy, without 
obligation, phone our office in 
your city or write AMERICAN 
Crepit INDEMNITY COMPANY [SUP*¢apy) 
oF NEw York, Dept. 47, First 
National Bank Building, § 
Baltimore 2, Maryland. 


PRESIDENT 
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COMPANY 
my oF New York & 
NEST. 1893) 


GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 


aa OFFICES IN PRINCIPAL CITIES 





OF UNITED STATES AND CANADA 
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“To Every Man— 


—according to his several ability” 


HRIST, the Man of Galilee, 
was the greatest and the most 
eloquent defender of business 

and people in private enterprise this 
world has ever known. As author- 
ity for that statement you are re- 
ferred to the twenty-fifth chapter of 
the Book of Matthew in which 
Christ tells the parable of the tal- 
ents. 

You remember the story. Jesus 
told of the landowner who, before 
going on a far journey, turned over 
his goods, merchandise, assets to 
his servants or employees. To one 
he gave five talents, to another two 
and to the third man, in whom he 
had a little doubt, he left one talent 
or a small measure of goods. 

Now, you business people deal 
with the three “C’s” of credit day 
in and day out. From this simple 
parable we learn that the Lord was 
a sound credit man too, for he rec- 
ognized those same fundamentals 
and requirements. 

You ask: “‘What was the guiding 
principle back of the distribution 
of the property or goods to these 
three men?” Again, the parable 
gives us the answer, “. . . to every 
man according to his several abil- 
ee 


PPARENTLY there were 
some misgivings about the 
third man. It is judged that he was 
not entirely reliable, some question 
about the stability of his character, 
his ability to work and get things 
done; therefore, he was entrusted 
with the capital of only one talent. 
The second man seemingly was a 
more able individual. He could be 
trusted; he had proved that he was 
able to produce, judging from his 
work. Accordingly, he was given an 
investment of two talents to see 
what he could do with it. 
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by R. W. PETERSON 


Puget Sound Power and Light Company, Seattle 


The first man, perhaps the fore- 
man of the place, obviously must 
have been an upright citizen, en- 
dowed with the first two “C’s” of 
credit, a good character, with capac- 
ity to successfully get many things 
done, and now he was being en- 
trusted with considerable capital, in 
this case represented by five talents. 

What object lessons do we draw 
from this Bible story thus far? “To 
every man according to his several 
ability.” Christ realized that men 
and women vary in qualifications. 
Some are big business people, some 
are the middle class entrepreneurs, 
and some are small marginal type 
operators. What further interpre- 
tation can we place upon the illus- 
tration? It means that there should 
be room for all classes of enterprise, 
from small to large, and that enter- 
prise should be free and not regi- 
mented. Yes, that even bigness in 
business is not necessarily wrong or 
sinful as some people try to make 
you believe today. 


Bor let’s get on with the parable. 
After a long time the property 
owner came back and he held a 
meeting with his employees. He 
probably asked, “How is business ?” 
The man with the five talents said, 
“Business is fine. You gave me five 
talents and here they are and five 
more besides which I gained while 
you were away.” Likewise, the sec- 
ond man said, ‘Business has been 
pretty good with me too. Here are 
the initial two talents you gave me 
and two more which I produced as 
profit.” 

Now what was the landlord’s at- 
titude toward these two successful 
individuals? Did anyone shout, 
“Down with the rich, tax and tax 
successful business, kill off free 
enterprise”? No. Here was the an- 
swer: “Well done, thou good and 


faithful servant; thou hast been 
faithful over a few things, I will 
make thee ruler over many things.” 


S USUAL there is a fall-guy in 

every story. What did the 
third man do about his capital? He 
was a ne’er-do-well. No imagina- 
tion. No gumption. He didn’t even 
try. He dug a hole and buried his 
one talent for safe-keeping. When 
his master returned he said, “I was 
afraid, and went and hid thy talent 
in the earth” and with that he re- 
turned the initial one talent, that 
was all, no profit or interest on that 
idle investment. 

And, according to this parable, 
was that servant told off? Yes, he 
was called wicked and slothful. He 
was reprimanded for not putting the 
talent or money to work and there- 
by earn some interest on it. 

Putting it in another way, the 
men with five and two talents, re- 
spectively, took the talents (pre- 
sumably equivalent to money) and 
traded, bought and sold. Perhaps 
raw materials were used in a pro- 
cess, people may have been given 
jobs. No one was harmed, the 
standard of living was raised most 
likely and in the conduct of busi- 
ness they made another five and two 
talents which was equal to a 100% 
return on each investment. 

The man with one talent, he 
buried it. At least you have to give 
him credit for not squandering it. 
However, he didn’t believe in in- 
centive. He didn’t believe in busi- 
ness or in the profit system. 

The first two men were compli- 
mented for a job “well done.” They 
took their energies, abilities and the 
capital afforded them and employed 
them all to good advantage. The 
third one who apparently did not 
believe in business, he was the one 
criticized. 
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F YOU were to summarize your 
conclusions drawn from this par- 
able, what would you say? You 


might give it this six-point ap- | 


praisal : 

1. Recognize the merit of the 
principle, “To every man ac- 
cording to his several ability.” 

2. Big, medium and small busi- 
nesses have a rightful place in 
the economic scheme of things. 

3. Business enterprise should be 
free, not regimented or gov- 
ernment owned. 


4. Business is entitled to make a 
profit, even substantial profit. 

. Business should be encouraged 
and commended for making 
good, for using its drive and 
ingenuity in employing people 
and materials for the good of 
humanity. 

6. People should be criticized 
who sit back, don’t try, because 
they may feel that the govern- 
ment will take care of them. 

Well, friends, Christ gave his own 
thinking to that story. However, 
esewhere in the Bible we find 
places where businessmen are men- 
tioned favorably, for in the Book 
of Proverbs, it reads, ‘“Seest thou 
aman diligent in his business; he 
shall stand before kings.” 

Every one of us has some talents. 
The challenge that faces each of us 
is to do the best you can, where you 
can, with what you have. No one 
is expected to perform miracles 
with abilities that he does not have. 
But, we are expected to use faith- 
fully and fully the talents that are 
entrusted to us. 

Again, the Bible, with character- 
istic sound sense, counsels: “What- 
soever thy hand findeth to do, do it 
with thy might.” We all have no 
better contribution to make to busi- 
ness, to life, than that. 

So, in closing, I would like to 
lave this thought with you, a 
stanza taken from the work of 
Henry Van Dyke, American author 
and also a Presbyterian minister, 
as to how we might put our per- 
sonal business house in order: 


wut 


Four things a man must learn to do 

[f he would make his record true: 

Tothink without confusion clearly ; 

To love his fellow-men sincerely ; 

Toact from honest motives purely ; 

‘ trust in God and Heaven secure- 
y. 








He is your local U.S. F.&G. Agent 


Youu want to see him because he knows 
how to give your company maximum coverage 
against losses which are due to dishonesty, 
vandalism and accident ... with a minimum 


of premium outlay. 


Or if you want to see him today, there is a 
U. S. F. & G. agent in your community who 
will be glad to call on you at your convenience. 


Naturally there is no obligation. 


ss U. N. I X (. Companies 


United States Fidelity & Guaranty Company, Baltimore 3, Md. 
Fidelity & Guaranty Insurance Corporation, Baltimore 3, Md. 
Fidelity Insurance Company of Canada, Toronto 


as you would your 
Doctor or Lawyer.” 


“Consult your Insurance 


Agent or Broker 
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Pension Plans Are Here to Stay 


(Continued from Page 6) 


ers prepared for their retired years 
would better provide for each indi- 
vidual. Two views of this suggestion 
should be brought forward for dis- 
cussion at this point. One view is 
to recall to mind the fact that we 
have never been able to solve ade- 
quately the problem of old age de- 
pendency. In the past many depend- 
ent aged have been cared for by 
their families, but with today’s 
smaller families, scattered geograph- 
ically as they are, it is almost a for- 
gotten custom. It has been said with 
authority that one out of every four 
Americans over 65 years of age is 
on relief, and that the cost of such 
assistance is now nine times as high 
as in 1936. 

The second view of the thrift idea 
is that it is practically impossible 
for the ordinary man to provide for 
his retirement by savings alone. A 
recent study in U. S. News & 
World Report discusses the idea 
using these figures: fifty years ago 
the income on $25,000 a man ac- 
cumulated in his working years 
might have brought him $1,500 a 
year, enough for ordinary comforts. 
Now he needs $5,000 a year to pro- 
vide for the same comforts. To get 
that amount of income he needs a 
fund of $112,000. If he attempts to 
purchase an adequate annuity he 
must pay $185 per month for 25 
years, a difficult obligation to take 
on at 40 years. It was further cal- 
culated that if the dollar diminishes 
at the same rate that it has, your 
son, starting to work ten years from 
now, retiring in the year 2000 will 
find today’s 60 cent dollar worth 
but 18 cents. Going on with this 
study it was shown that a retired 
couple at that time will need 
$16,000 for comforts, which is 
434% on a fund of $350,000. 

Yes, the problem of pensions is 
going to stay with us, it will affect 
all of us, and will begin to have an 
important effect on Western indus- 
try very soon. The problem in your 
business may be under consideration 
right now. In one of three ways it 
may have come to you, (1) from 
your altruistic considerations of 
fairness and loyalty to your work- 
ers not induced by the demands of 
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their leaders, or themselves, (2) by 
the workers or their leaders, or 
(3) by employers themselves, either 
by a single large corporate employ- 
er, or in employer associations who 
seek the solution to the problem in 
their own field in advance of, or in 
anticipation of, a demand. 

When the time comes, and in 
whatever way it comes it is well to 
be informed—as well as forewarned 
and therefore forearmed. Let us re- 
view for a few minutes, in as simple 
a manner as possible, the different 
ways in which retirement can be 
provided. 


HILE I mentioned at the be- 
ginning of this article that pen- 
sion plans are, you might say, a 
modern invention, I was not refer- 
ring to the wide variety of unfunded 
plans which many companies for- 
merly operated. Quietly, Old Joe 
went on the retired list with the 
company sending him a monthly 
check for a half or third of his salary 
or average wage at retirement. Prob- 
ably no other system can ever be de- 
vised to effect the same wholesome 
relation of employer and employee 
and the same personal interest that 
such systems brought about. 
Unfortunately in many cases the 
program was unfair. Joe needed the 
half salary, but Jim, owning his own 
home, who had been thrifty and in- 
vested in a lot of good dividend- 


June 21, 1950 
Dear Mr. Mullendore: 

It will help, the talk you made to 
credit men out there, and which is 
published in this month’s issue of 
C&FM. Pity of it is that the few 
thousands who bother to listen to 
messages like this are but a drop 
in a bucket amongst the millions 
who don’t. I was about to say “who 
don’t give a damn.” Maybe I 
should. 

An old colored minister, famous 
for his impressive sermons, put it 
this way: “First I tell ’em I gwine 
tell ’em; then I tell ’em; then I tell 
‘em I tole ’em.” You “tole ’em.” 

Sincerely, 
Roy E. Roppy. 


paying stocks and some: income rea] 
estate wasn’t destitute, so maybe 
didn’t get a pension. Then too, Bill 
and Pete and ten others were re- 
tired in 1940, and the list grew im- 
mensely every year, and then even 
old Joe may have had his check 
cut down. Employers then looked 
for a plan to relieve them of the 
constantly growing expense, and for 
a way to arrange reserves for this 
purpose. 

Social Security for a few years 
provided an answer, but it soon be- 
came apparent that the maximum 
allowances thereunder would hardly 
suffice for support in these inflated 
times. Private pension plans added 
to Social Security are now solving 
the problem. 


‘pleoceninegees companies actively 
developed the market, and are 
still very active. Insured plans at 
the last tabulation in 1946 repre- 
sented 80% of the plans then in 
force. Under insurance programs 
a group annuity can be purchased 
to cover the majority of workers in 
a company, each worker getting a 
certificate covering his share in the 
plan. Or individual policies can be 
issued. Or the contributions can be 
deposited with the company and 
administered until retirement when 
the annuity can be purchased. In 
conjunction with an insurance pro- 
gram a corporate trustee will often 
hold the policies or the funds during 
the administration of the plan. 

Trust companies entered the field 
actively a little after the insurance 
companies and while having the 
smaller percentage of plans in force, 
trusteed plans, also called self-ad- 
ministered plans, are increasing in 
popularity. They now cover nearly 
60% of the employees covered by 
private pension plans. There are a 
multitude of combination plans, and 
even a program where smaller em- 
ployers can merge their small 
groups of employees into one trust 
to save administration and other 
expense. 

Writers on the subject of pension 
plans point out that the guarantees 
by insurance companies are the 
greatest advantage of such plans, 
for the insurance company promises 
in consideration of the annual pay- 
ments to allow a definite return on 
investments and to pay to the 
worker the annuity agreed upon. 
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Such writers also point out that the 
outstanding advantage of the trus- 
teed plan is the flexibility thereof, 
the fact that the investment income 
and not just a minimum rate ac- 
crues in its entirety to the pension 
fund, and that in years in which 
profits are small the plan is not 
jeopardized by the company’s in- 
ability to make its contribution. 
Under the trust plan the actuary 
keeps the account solvent and sound 
and a deficit in one year can be 
readily made up in_ succeeding 
years. 


HERE are many other features 

that can be incorporated into pen- 
sion plans. Arrangements can be 
made either under the insurance or 
the trusteed plan for death benefits 
to be provided by insurance wheth- 
er death occur before or after re- 
tirement. There can be disability 
payments allowed. A plan may be 
the only source of income to the 
pensioner, or it may be designed to 
augment Social Security allowances 
as in the more recent plans. 


Though at the moment it is a 
very controversial phase of the sub- 
ject, plans can be arranged to re- 
ceive contributions of the employees. 
In fact the majority of plans in op- 
eration are of this type, though 
with recent settlements by larger 
employers the number of workers 
contributing is probably now in the 
minority. It is interesting to note 
that the Inland Steel provided two 
plans, one non-contributory and the 
other permitting contributions and 
that at last reports many have se- 
lected the contributor plan. 


THIS point we have hardly 
mentioned the views of those op- 
posing the present trend, or warn- 
ing of its implications though they 
be columnists, economists, repre- 
sentatives of management, and oth- 
tts. Only a little time can be given 
to this phase of the subject, though 
the arguments advanced are impor- 
tant and well worth considering. It 
's doubtful, however, whether these 
arguments will have any more suc- 
‘ess than King Canute with his 
commands to the waves. The trend 
doesn’t appear to be slowing down. 

There is of course, a compromise, 
lot too widely tried, but a fair way 
of rewarding the worker. I refer to 
profit-sharing plans.. Management 


lately has been considering the use 
and operation of such plans. Many 
employees have profited extremely 
well under such arrangements. 

Unfortunately profits are not al- 
ways stable. Often too, the worker 
is not inclined to look with favor on 
a plan to set the funds aside for 
retirement rather than to pay them 
out now. A profit-sharing plan op- 
erating with a basic pension pro- 
gram is one of the more satisfactory 
types of employee benefit programs, 
but too seldom used. It is hoped 
that more of such plans will be 
adopted, for the incentive is obvi- 
ously beneficial to both employer 
and employee, and would certainly 
give the worker a much greater 
knowledge of the rights and risks of 
capital in industry. 


ET us come back to a discussion 

of the arguments of those who 
comment on the impossibility or im- 
practicability of the development of 
pension plans for all workers. To 
understand many of the arguments 
we must realize that we have barely 
scratched the surface. Only 13,000 
out of 490,000 corporations in the 
United States, and few of the 3% 


million unincorporated _ business 
have pension plans. 

Some have commented that there 
isn’t enough money to pay for these 
pensions. On their side are others 
who say that there are eight persons 
under 65 for each one over, that 
by 1975 this will be cut down to 
five for every one over 65 for there 
will then be 20,000,000 people over 
65; that these 8 or 5 must support 
the others; that necessarily we all 
pay in the increased cost to us of 
the product. An estimate has been 
made that it will take 13 billion an- 
nually to provide $100 pensions for 
the 11 million now over 65. The 
Reader’s Digest has a much larger 
estimate of the billions necessary for 
such a fund. Other contentions are 
that small firms cannot afford pen- 
sions, that big firms will attract 
workers, old people will find it hard- 
er to get jobs, and that most will 
be unable to change jobs. 


fF OLLOWING the money idea 
others stressed the amount that 
would have to be set aside out of 
corporate earnings annually. They 
concluded quite logically that since 
all manufacturers would not go into 
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UNCLE SAM isa poor housekeeper. 
The government needs overhaul- 
ing. Overlapping, unnecessary 
functions must be trimmed. 

The Commission on Organi- 
zation of the Executive Branch of 
the Government has devoted two 
years of study to this problem 
. .. made recommendations that 
would save $3 or $4 billiona year. 


This bipartisan Commission 
(headed, at President Truman’s 
suggestion, by Former President 
Hoover) found that by stream- 
lining government organization, | 
expenses could be very greatly re- 
duced. Our tax dollars would go 
farther. The country would be 
decidedly strengthened. 

The Commission’s “Hoover 
Report” makes important read- 
ing. Help your country—by be- 
coming familiar with it! 


National Reorganization Crusade 


for Better Government at a Better Price 


rhis message is published in the public interest by CREDIT and Financlal Management 


“Uncle, don’t you need a lesson 
in housekeeping?“’ 





Write for free literature, 
and send your contribution, 


to 
CITIZENS COMMITTEE 
for the Hoover Report 


1421 Chestnut Street 
Philadelphia 2, Penna, 
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a program at the same time, those 
who would adopt a plan, or a plan 
with a higher cost would be at a dis- 
advantage in the competitive market 
for their products unless they get 
increased production at the same ex- 
pense. Oddly the same argument 
has often induced a company to 
adopt a plan, for competition for 
good workers between the company 
with a pension plan and one with- 
out a plan can be very real. 

Some following John T. Flynn’s 
thoughts — “The Road Ahead” — 
say “why that’s socialism”. In a re- 
cent article in the American Bar 
Association Journal distinction was 
made between the welfare state and 
a state of welfare in pointing out 
that socialism is not a necessary 
concomitant of social service legis- 
lation—that government plans for 
income-maintenance, unemployment 
insurance and disability benefits do 
not interfere with free enterprise. It 
may be appropriate too, to point 
out that Henry Cabot Lodge in a 
recent article in the Atlantic Month- 
ly, in suggesting a new viewpoint 
for the Republican Party, thought 
that that party should insist on in- 
creases in, and the broadening of, 
Social Security as well as tax-ex- 
emptions to those who invest in a 
security plan. 

Others insist that only the Gov- 
ernment can administer an effec- 
tive pension plan. One writer claims 
that two systems, one private, one 
public, should not co-exist, that the 
ultimate aim of all union plans is to 
have them taken over by the govern- 
ment. Right now just doesn’t seem 
to be the time to have the Govern- 
ment take over. 


OME have remarked that huge 

accumulations of government 
bonds or other similar securities in 
the pension plans expected to be 
established, may drain the country 
of investment capital. Perhaps the 
opposite is true. Financial writers 
at the present time often suggest 
that there is a dearth of risk capital 
in the country today, pointing to the 
limited number of investors in stocks 
of the leading industries of the coun- 
try. Only one out of eight owns any 
stocks of the leading industries of 
the country. Only one out of eight 
owns any stock issue. It seems to be 
a practice that pension funds when 
trusteed, or insurance companies for 
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their own accounts, purchase a fair 
percentage of stocks for their port- 
folios, thereby providing American 
industry with capital. While some 
jurisdictions limit investments in 
such funds, changes are occurring. 
New York has changed its trust in- 
vestment law to permit stocks in 
pension trusts. California may now 
invest as any prudent man would in- 
vest his own funds. Many trusts car- 
ry stock of the employing company 
up to an agreed percentage of the 
fund. Pension funds may eventually 
provide substantial capital for Am- 
erican industry by their investments 
in such enterprises. 

Similarly, some speak of dimin- 
ished purchasing power resulting 
from the impounding of funds which 
might otherwise be paid out in 
wages or as a bonus. These people 
should consider the fact that the re- 
tired worker will have a sustained 
income providing a purchasing pow- 
er which does not now exist in the 
over 65 group. 


— must be some good in 
pension plans. For every one op- 
posed to them—who views with 
alarm the present trend—there are 
probably as many executives of cor- 
porations who point with pride to 
their present plans. 

A recent review of the 1949 an- 
nual reports of the leading corpor- 
ations of the country is revealing. 
In nearly every report where there 
is a plan, the President has com- 
mented either on the beneficial ef- 
fect of the plan or the number of 
employees benefitted, or on the 
amount of the contributions made to 
the plan in the past year. A few tech- 
nical reports showed a contingent 
liability footnoted on the balance 
sheet to cover the commitment to 
the program, though others, com- 
menting on the fact that the plan 
could be discontinued at any time, 
felt that the liability need not be 
taken into account. 

P. G. & E. reported putting $741,- 
000 into unfunded pensions, and 
$2,623,000 into a funded pension 
plan. 1,398 are now retired, 162 in 
1949, by P. G. & E. Pure Oil Com- 
pany’s President said ‘““We believe 
these (pension and other) plans 
have contributed greatly to the ef- 
ficiency, loyalty and happiness of 
our employees and consequently to 
the benefit of the shareholders of 


the Company.’ DuPont found such 
plans (its pension plan was started 
in 1904) contributing importantly 
to that Company’s favorable em- 
ployee relations record. Richfield re- 
tired 38 under their plan, Shell 
312. And so on the record goes. 

Dr. Marcus Nadler, Professor of 
Finance, New York University, has 
this to say: “. . . . pension plans are 
economically sound and politically 
and socially desirable. The adoption 
of pension plans covering many mil- 
lions of Americans would tend to 
strengthen the American way of life 
and would give a great many per- 
sons a personal interest in maintain- 
ing it. If large numbers of men and 
women were protected by pension 
plans they would have a greater 
stake in maintaining the purchasing 
power of the dollar. There would 
be more people interested in fighting 
the forces of inflation which often 
originate from actions taken by Con- 
gress at the instigation of pressure 
groups. Moreover, the purchasing 
power of pensioners and those whose 
security is safeguarded by pension 
rights can exert a_ strong force 
against severe depressions. These 
factors alone warrant a very care- 
ful consideration of the issues in- 
volved in the widespread adoption 
of pension plans.” 


HE time is coming when you 

may seriously consider pension 
plans. You may decide to accept the 
standard terms, 65 years the age of 
retirement, an agreed age that the 
employee must reach before enter- 
ing the plan, or a stated number o! 
years of service, and your pension 
may be integrated with Social Se- 
curity, a definite sum per month 
with you providing the amount 
above Social Security. You may 
provide past service credits. If you 
do, fund them over 10 years to get 
maximum tax benefits. If your em- 
ployees desire, permit them to make 
contributions—it will make their 
pensions larger. Consider the rela- 
tive advantages of insurance and 
trustee funding, bearing in mind the 
promised limited investment income 
in the first case, and the possible 
earnings in the trust case. Study the 
relative expense to insurance cat 
rier or trustee. Decide whether the 
pension you will provide will be 
based on what others ‘are granting. 
or on what you can afford. Add col- 
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lateral benefits of insurance and dis- 
ability payments and profit-sharing 
if desirable in your case. 


HEN considering whether to 

install a plan or not, think of 
your public relations aspects, and 
how your standing in the communi- 
ty or trading area will be benefitted. 
Consider whether your credit may 
improve by agreeing to a plan which 
may stabilize your production. Or 
will your credit suffer if the plan 
proposed may be too expensive to 
maintain, risking your solvency and 
accomplishing little for your em- 
ployees? 

Seek the advice of those special- 
ized in the field, insurance under- 
writers, bankers and others. Get es- 
timates. Study other plans, but be 
prepared to ponder the proposal 
which is certainly to come. Just to 
give you an idea it has been said 
that future service credits on the 
ordinary company can be taken care 
of by an amount which may run 
from 5 to 10% of your payroll. Past 
service credits may run another 6% 
for 20 years or so until funded so 
that the full sum may be a total of 
about 10 to 15%. In U. S. Steel the 
past service credit was one billion 
dollars. 

Arrange for a committee of repre- 
sentatives of all interested to admin- 
ister the technical aspects of the pro- 
gram, admissions, withdrawals, in- 
vestments, etc. Remember that it has 
been recently held that the revision 
of a pension plan previously set up 
by an employer is a proper subject 
of collective bargaining under the 
Taft-Hartley Act. Keep in mind in 
the negotiations that Social Securi- 
ty cost which was $30 last year and 
$45 this year, will go up to $72. 
Many students of pension plans sug- 
gest also that you stay away from 
the “cents-per-hour” basis of pro- 
viding a plan. Arrange to keep the 
plan solvent and effective by peri- 
odic checking by actuaries, and by 
providing adequate benefits. 


Es of the most pertinent refer- 
ences to pension planning ap- 
peared in the January 16th issue of 
your monthly bulletin. Therein your 
Executive Manager, while pointing 
out that ill-conceived, impetuous 
Plans for security assurances may 
defraud the working man, if pur- 
chasing power of the dollar when 


realized is much lower than that 
promised, then suggests that it is 
management’s responsibility to offer 
honest measures of security that will 
reward the industrious for their la- 
bors saying: “if you haven’t a se- 
curity program you had better begin 
now to schedule it.” 

Give some thought to what will 
happen if we make no provision for 
the aged in the future. We will have 
to provide for many through relief 
funds, which will come from tax as- 
sessments. To better their lot, the 
over 65 group will form a potent vot- 
ing bloc to influence legislation in 
their behalf. You know when you 
recall our recent welfare situation in 
California how potent such a bloc 
can be. 

There will be all sorts of schemes 
—we have had “Ham and Eggs,” 
“Thirty Dollars Every Thursday,” 
and a new gambling venture for “pie- 
in-the-sky” is being made ready for 
the ballot. Add a few more factors, 
improved health conditions, greater 
expectancy of life (a Bell Tele- 
phone pensioner just died at 102), 
the probability that 65 will contin- 
ue to be the age of retirement, that 
tax exemptions will continue to be 
offered as an inducement, and the 
problem becomes more and more 


When you start reading up on the 
subject you will be amazed at the 
new ideas that the subject of pen- 
sions suggests. Subjectively you may 
feel that you were born 50 years too 
soon, that you have had to struggle 
too hard to accumulate what you 
have or will have to have to retire 
on. But objectively it will be ignor- 
ing an important aspect of our econ- 
omy to ignore the problem of old 
age retirement, and the solution pro- 
posed through private pension plans. 

We have merely suggested a few 
ideas—touched on the trend, shown 
how difficult and impossible it is for 
an individual to provide for his old 
age, discussed the types of plans 
now in operation. We have com- 
mented on the views of those oppos- 
ing the current trend. We have given 
you the conclusion of an important 
economist. We have discussed some 
pointers to have when the time for 
serious consideration comes. This 
framework, skeletal as it may be. 
will provide a fair framework on 
which to hang the accumulated ideas 
that are going to come to your at- 
tention in the coming months. Keep 
an open mind, a sympathetic heart. 
but a closed pocketbook until you 
know that what you are buying is 
the best for your company and your 
employees. 
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Where Shall we Find the Answer? 


(Continued from page 5) 


Single or non-overlapping sources. 


and the impact of general economic 
trends on the industry, and they 
provide background information for 
evaluating Jones’ know-how. 

Special business newspapers, and 
the financial sections of daily news- 
papers give us economic news, mar- 
ket trends, labor developments af- 
fecting Jones’ buying and selling 
markets, etc. 

From Federal Reserve Bulletins, 
business news magazines, economic 
journals, Federal and private statis- 
tical reports, and “dope-sheets” too 
numerous to list, we can select a few 
dependable sources for keeping our 
credit-okeying fingers on the pulse 
of general business activity. 


J ves subject of norms and stand- 
ards by which we may evaluate 
Jones’ operations has already been 
touched upon, but the importance 
of these standards requires special 
attention. 

All evaluations are relative. Be- 
fore we characterize anything as 
“long” or “short,” “heavy” or 
“light,” “slow,” “fast,” “moderate,” 
“hot,” or whatever, we compare it, 
whether we know it or not, with 
something else that serves as a 
standard. That standard mzy be a 
rigid one such as a yardstick, or 
it may be some more flexible one, 
or even a vague or inadequate one 
pulled out of private experience. 
What is “good” gasoline mileage 
for a six-cylinder automobile? What 
is a “hard” bed? Pure water? 
Grade-A milk? They are all evalu- 
ations arrived at by comparison 
with standards, formal and _ in- 
formal. 

Jones paid $1200 in rent last 
year. Is his rent costing him too 
much? Before we can answer that 
we have to decide upon the standard 
we will use for “enough.” As an 
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isolated figure $1200 in rent means 
nothing. 

If we had the means to do so, 
we could compare it with rentals 
for similar locations and perhaps 
find that Jones is paying more per 
month than he would have to pay 
another landlord for comparable 
space. But perhaps some factor of 
the location brings Jones’ particu- 
lar customers to his particular loca- 
tion better than would other loca- 
tions. Let us then try to evaluate 
the amount of the rent in terms of 
his dollar volume. We find that his 
rent figures 8% of his volume. Is 
that percentage high? Is it in line? 
How can we tell? 


No verification. 

Blind acceptance of reliability of source. 
No central nucleus of information. 
Important area not covered. 


We have to go outside the busi- 
ness to measure that percentage. If 
we know percentagewise what rela- 
tion cost of rent bears to sales- 
volume in similar businesses we 
have an external means of measur- 
ing and evaluating the amount of 
rent Jones is paying compared to 
his own sales volume. 

Jones turned his inventory four 
times last year. Is that good? A 
four-times turnover might be good 
for a general store, but inadequate 
for a women’s specialty shop geared 
for low mark-up, high volume, and 
quick turnover. Again we take our 
internal relationship of financial 
statement items outside the business 
and compare them to _ external 
standards. Jones’ merchandise turn- 
over is evaluated in terms of what 
similar businesses have done which 


have operated in a similar manner, 
stayed in business and paid their 
bills. By the same process we can 
judge his mark-up, his profits, his 
methods—anything we will, for 
which we can obtain or set up valid 
norms. 


UCH comparisons are, of course, 
only a general guide. Since 

Jones’ business is like no other 
business, comparisons with a norm 
only serve to help us understand the 
individual differences of Jones’ busi- 
ness. It is, of course, far better to 
compare Jones’ business with aver- 
ages than it is with a single specif- 
ic business because of the individual 
differences of that single business, 
The greater the number of similar 
businesses included in the norm, the 
more the individual differences are 
smoothed out into averages. 

A rough set of such standards can 
be built up by studying the opera- 
tions of some of your strongest es- 
tablished accounts who have proved 
themselves. In gathering this data 
you will be likely to meet with the 
close cooperation of these accounts 
if you will explain that you wish 
to accumulate figures and informa- 
tion from successful customers to 
use as Statistical norms for evalu- 
ating and studying the operations of 
other customers. 

Sometimes in casual chats with 
successful customers when they are 
in your office or when you pay 
them a friendly call you can learn 
a great deal of basic data about 
their methods, procedures, and re- 


Overlapping sources. 

Comprehensiveness. 

Central nucleus of well-verified information. 

Opportunity to judge general reliability of 
sources. 
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sults. Questions thrown out here 
and there bring information about 
what percentage of their gross sales 
they spent last year for advertising, 
rent, wages; the length of their col- 
lection period, and its trend; in what 
markets they buy some of their other 
lines; how they control inventories 
and meet other specific problems. 


OBERT Morris Associates have 

made statistical studies of finan- 
cial statements in many kinds of 
business and have developed what 
they term “Standard-sized State- 
ments” to which balance sheets of 
similar businesses may be compared. 
While their work is for the benefit 
of their own membership, which 
consists of bank credit men and loan 
officers, these standards can possi- 
bly be obtained through the co- 
operation of a friendly depository. 

Without doubt the most out- 
standing service in this field has been 
contributed by Roy A. Foulke. He 
has chosen fourteen significant re- 
lationships between items of the 
balance-sheet and operating  state- 
ment, and by statistical methods has 
developed fourteen sets of average 
ratios between these items, based 
won generous and carefully dis- 
criminated samplings of actual bal- 
ance sheets. These averages, or 
torms, are published periodically 
lor many types of businesses. They 
provide probably the most efficient, 
and certainly the most widely avail- 
able and applicable yardsticks yet 
developed for evaluating the inter- 
tal relationships of financial state- 
ment items by comparison with ex- 
ternal standards. They represent a 
wide step forward in the application 
of scientific method to credit anal- 
ysis, 


HE sources, then, from which we 

obtain credit information should 
te such as will yield data about 
Jones himself, Jones’ business, the 
tamework of industry and general 
business in which Jones’ business 
functions, and norms for evaluating 
Jones’ business by external yard- 
sticks, 

These sources are many. It is es- 
ential that we make intelligent 
lection according to the particu- 
lr needs of our particular business. 
Those needs will be defined by what 
We sell, how much of it we sell to 
the customer at one time, whether 
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Overlapping sources showing areas of duplication and triplication 


we will sell the same customer re- 
peatedly, how soon the goods must 
be shipped, the size of our custom- 
er’s own business, its distance and 
geographical location, and many 
similar points. 

The selection of resources should, 
in general, be worked out so that 
there is a generous degree of over- 
lapping for checking purposes. The 
accompanying charts emphasize the 
advisability of this system and pro- 
vide a convenient check-list. Ideal 
maximum coverage is perhaps never 
possible, and certainly not necessary 
except in the case of very heavy 
risk. But an attempt has been made 
to list maximum coverage so that 
as much of it as seems advisable 
may be used under the general rule 
already suggested: SEEK AS 
MUCH INFORMATION AS 
THE RISK DEMANDS AND 
THE PROFIT JUSTIFIES. 
(Comments on this series will be ap- 
preciated. Write and tell us what 


you think of it. Comments may be 
published. ) 
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PENSIONS 


(Continued from page 9) 

the payments have not been esti- 
mated on an actuarially sound basis, 
a company’s contractual liability 
may greatly overbalance its appar- 
ent labor costs. Pension costs are 
definitely a part of labor costs and 
as a part of labor costs are definitely 
inflexible at least for the life of 
the labor contract, if any. If there is 
no contractual liability for the bene- 
fits, there is certainly some moral 
responsibility to pay benefits to 
those who have retired under the 
plan and to those who may become 
eligible to retire under the plan until 
such time as the plan is discon- 
tinued. 

Therefore, if a company is in such 
a position that it cannot stand a 
fixed labor cost of this kind (or any 
other kind) per unit of output or 
per hour of labor, it is a poor 
credit risk. Pensions are just one 
more item bearing on the break- 
even point of any company. 
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The most productive 13 square feet in your office 


holds your ROBOT-KARDEX 


The many offices which have installed Robot-Kardex 
did so for one main reason—to get greater production 
in their posting of visible records. And now the re- 
ports are rolling in: Production is even greater than 


they had hoped. 


Kardex has always been faster than any other method 
of record control. It has always saved clerical time, 
and saved the executive’s time too . . . by helping him 
quickly select only those items that need action. Now, 
with push-button electric operation, Robot-Kardex 
gives you 30% greater posting output . . . conserves 


ROBOT-KARDEX FIRSTS 


Over 4000 complete sets of records in 
13.4 sq. ft. of floor space 


Slides are electrically delivered in 4 
seconds, average 


Posting output is increased 30% or 
more 


Send for this free 
booklet today! 


floor space. Clerical cost is still the greatest factor in 
any office operation. With Robot-Kardex your clerks 


will give you far more work... and enjoy doing it! 


If you don’t know the savings Robot-Kardex can 
make for you in sales controls, in inventory controls, 
in accounting controls, it’s high time you did! Send 
for your free copy of Booklet KD505. Address Man- 
agement Controls Library, Room 1523, 315 Fourth 
Avenue, New York 10. 


a 
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Copyright 1950 by Remington Rand Inc. 
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Credit Congress 
Committee Heads 
Meet at Boston 


National Convention Director Fred- 
erick H. Schrop of the National Associ- 
ation of Credit Men visited Boston re- 
cently to discuss plans with committee 
heads for the 55th Annual Credit Con- 
gress to be held there next May. 

General Chairman of the Convention 
is Edwin M. Wolley, U. S. Fidelity & 
Guaranty Company. Miss Mary Curran 
of Jones, McDuffee & Stratton Corpora- 
tion is Vice-Chairman. Co-Chairmen of 
the Hostess Committee are Mrs. E. M. 
Wolley and Mrs. J. N. Jones. Mrs. Reg- 
gie Griffin is Chairman of the Credit 
Women’s Club Committee. 

The following are the Committee 
Chairmen: Walter Driscoll, The First 
National Bank of Boston, Bankers; Al- 
bert Pauly, Samuel Cabot, Inc., City 
Registration; James Mawn, Gulf Oil 
Vorp., Entertainment; Frederick Rogers, 
Abrasive Products Inc., Halls & Deco- 
ration; J. Alfred Murphy, The Lowe 
Bros. Company, Housing; Raymond 
Coyle, Hub Distributors, Inc., Industry 
Groups; Emery Taylor, Shell Oil Co., 
Information; James Keddy, Admiral 
Corporation, Publicity; Raymond Custer, 
Graybar Electric Company, Reception; 
Gordon Strang, U. S. Fidelity & Guar- 
atty Company, Registrar’s Reception; 
Edward Ball, Hooper-Holmes Bureau, 
Inc, Sergeant at Arms and Grand Mar- 
shall; Edmond Hannon, John Donnelly 
& Sons, Supply, and Chester Lewis, 
Hood Rubber Co., Transportation. 
National Director Laurence Day par- 
ticipated in the discussion, together with 
Henry Lamb, Executive Manager of the 
Boston Association, and the following 
members of its Executive Committee: 
James Jones, William Hall, Ralph Mul- 
hne, and J. Franklin Smith. 

Each Chairman was given an outline 
of the functions of his Committee. Fur- 
ther conferences will be held to perfect 
the organization. Each Chairman is to 
select the local members of his Commit- 
te and hold its meetings as the plans 
for the National Convention progress. 

It is twenty years since Boston has 

host to the Convention and the local 

Association is determined to emulate the 
fine hospitality of Los Angeles and At- 

tic City, the two most recent sites 
of the Convention. 





C. E. Wolfinger 
Elected to Head 
Retail Credit Men 





Philadelphia: Clarence E. Wolfinger, 
Lit Brothers, a past president of The 
Credit Men’s Association of Eastern 
Pennsylvania and general chairman of 
the Atlantic City Convention has just 
received another high honor. At the 
36th Annual Convention of the National 
Retail Credit Association he was elected 
president for the coming year. 

A testimonial dinner was held for him 
by the Philadelphia Credit Executives 
which was arranged by Charles F. Shel- 
don, Philadelphia Credit Bureau, Inc. 
Tribute was paid to the new president 
by several members of The Credit Men’s 
Association of Eastern Pennsylvania for 
the still greater prestige which this latest 
elevation of one of its members brings 
to it. 


CORRECTION ! 


In the July issue of CREDIT AND 
FINANCIAL MANAGEMENT there 
appeared a list of Associations affil- 
iated with NACM, with symbols indi- 
cating what services each Association 
offered. By inadvertence the Rocky 
Mountain Association was listed 
DENVER 

Mountain Association 


The Rocky 
has for years offered all services. It 
has an approved adjustment, collection 
and interchange bureau. The listing 
should have read 

*#TDENVER 
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New York Makes 


Plans for Joint 
N. E. Conference 


New York: Nearing completion as we 
go to press are plans for the Northeast 
Credit Conference with the New York 
Credit & Financial Management Associ- 
ation and members playing host. This 
joint Conference of Districts I and II, 
NACM, is being planned on the theme 
“Credit Builds Sales” and will be held 
October 19, 20 and 21 at Hotel Com- 
modore in New York City. 

In announcing Conference plans, New 
York Association president L. D, Dun- 
can said that for the first time this 
regional meeting has been expanded to 
include all the New England states plus 
everybody from Buffalo to Baltimore. 
“This”, added Mr. Duncan, “gives the 
New York Association a chance to play 
host to the entire northeastern region — 
the most highly concentrated business 
and industrial area in the country”. 

As described in the preliminary notices 
already sent to all participating Asso- 
ciations, the Conference will feature 
many outstanding speakers drawn from 
the top level of business. There will 
be a general conference session taking in 
all branches of business and industry, 
which will be of great interest to all 
credit and financial executives. 

One afternoon will be highlighted by 
industry sessions: food, paints & hard- 
ware, textiles, electrical appliances and 
radio, floor covering groups are already 
scheduled. Saturday will feature one of 
the world’s leading authorities on credit 
analysis, and other special events are 
being programmed. 

Arrangements are being completed for 
the guest attendance of two of the Na- 
tion’s leading legislators. If plans are 
not changed these famous national figures 
will be present at the Northeast Credit 
Conference in person. 

Working throughout the summer to 
complete all the details and plans of the 
Conference are the New York Associ- 
ation’s conference committees. Heading 
these hardworking groups are: Earl N. 
Felio, Colgate-Palmolive-Peet Co., Gen- 
eral Conference Chairman: L. D. Dun- 
can of National Distillers Products Corp., 
Chairman Executive Committee, and 
Chairmen F. W. Zander of United States 
Plywood Corp., for Information and 
Reception; H. Parker Reader of Can- 
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The Lexington Association of Credit Men recently elected new directors. They feel that 
their new administration set-up points towards good results during 1950-51. Standing left 
to right are: William C. Heacox, Purcells Inc.; Arch G. Mainous, Citizens Bank & Trust 
Co.; Jewell W. Mann, Lexington Herald-Leader and A. J. Weisenberger, mill owner, 
Midway, Ky. Seated: James R. Ernest, Ernest Equipment Co.; |. B. Jones, Savage Lumber 
and Mfg. Co.; President W. B. Warren, Womwell Auto Parts, and “Dad” Roberts, Sr., 


Secretary. 


non Mills Inc., for Budget & Finance; 
Miss Marian R. McSherry of Schenley 
Industries, Inc., for the Credit Women; 
R. G. Woodbury of Textile Banking Co., 
for Entertainment; Mrs. L. D. Duncan 
as Chairman of the Hostess Committee; 
William R. Dunn of General Foods 
Corp., for Industry Sessions; Harry J. 
Delaney of Meinhard, Greeff & Co., Inc., 
for Registration, and A. J. Smith of 
J. P. Stevens & Co., Inc. for Speakers 
& Program. 


Chicago's Annual 
Refresher Course 
Starts Sept. 25 


Chicago: 
completed for the annual fall educational 
courses conducted by the Chicago Asso- 


Arrangements are being 


ciation of Credit Men, including the 
Association’s own popular short course in 
credits and collections. 

The “basic and refresher short course 
in credit and collections,” as the course 
is known, commences Monday, Septem- 
ber 25, and continues each successive 
Monday through October 23. 

Examinations for the scholarships will 
be held the following Monday and finally 
the course winds up with a dinner for 
the students on Monday, November 6. 


Louisville Pays Annual 
Visit to French Lick 


Louisville: The annual frolic of the 
Louisville Credit Men’s Association at 
French Lick Springs, Indiana, took place 
July 29-30. Over three hundred mem- 
bers, wives, and guests, were present 
including 73 from Cincinnati. 
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New Officers Elected 
At Green Bay; 38th 
Year is Celebrated 


Green Bay: The Northern Wisconsin- 
Michigan Association of Credit Men 
marked their 25th year under the present 
name and the 38th year of continuous 
service on June 30 when their annual 
meeting was held. 

Following the meeting on June 14 the 
newly elected directors held an organi- 
zation meeting at which Nels Nelson, 
Wisconsin Public Service Corporation, 
was reelected president. Two new officers 
were elected at this meeting: vice presi- 
dent, A. J. Reinhart, Norcor Manufac- 
turing Co., Inc. and treasurer, M. G. 
Dieck, West Side State Bank. R. C. 
Creviston continues as secretary. 


Cincinnati Has at Least 
One Clairvoyant Member 


Cincinnati: On January 3 _ twenty 
questions were submitted to the members 
asking what conditions would be like 
July 1. Most of them were economic 
questions. A number of these questions 
have been submitted at various times, 
but this year a new record was set. 
Joseph L. Klumpe, Fairbanks Morse & 
Co. was an 100% winner having an- 
swered all twenty questions correctly. 
Two members were successful in eigh- 
teen questions and one in seventeen. 


e 
Chicago: The Chicago Association of 
Credit Men held the second of their 
golf outings on Thursday, July 20, at 
the Cherry Hills Country Club, Floss- 
moor, Illinois. 


Florida Managers 
Meet at Tampa for 
Shop-Talk Session 


Tampa: The managers of the three 
Florida Associations — Jacksonville, Mi- 
ami, and Tampa — met on Friday and 
Saturday, July 7 and 8, for the second 
of a regular series of meetings. Also 
present were the president of the Jack- 
sonville Association, Mr. G. J. Brown, 
William L. Lang, past president of the 
Jacksonville Association, the Miami 
president, Mr. I. W. Gard, president 
E. J. Keefe of Tampa, and vice president 
Otto L. Pelham, also of Tampa. The 
Jacksonville and Miami officials were 
accompanied by their wives, who were 
entertained at the Tampa Yacht and 
Country Club for luncheon by Mrs. 
Keefe, Mrs. Pelham, and Mrs. Duval 
Smith. The entire group of twelve were 
entertained at a Spanish banquet on Fri- 
day evening. 

All day Friday and part of Saturday 
were devoted to discussion of operations 
in Interchange, Collections, and assign- 
ments. Saturday morning was spent in 
a résumé of operational programs. 

It was regretted that Mrs. Carmen 
A. Dobbs, manager of the Georgia As- 
sociation at Atlanta, could not be present 
but it is hoped that she will be able to 
attend the third meeting of the year 
which is planned for December 1 and 
2 at Jacksonville. 


Situations Vacant 


OPPORTUNITY !! 


Trade Association located in Central East Key 
City wants high grade executive with credit 
or controller experience—35 to 45 years of 
age. Give complete summary of experience, 
qualifications, salary desired. Confidential in- 
terview. Box A-5, Credit and Financial Man 
agement. 


Wanted: A Minnesota Corporation doing 4 
national business wants young man for Credit 
Department. Applicant should have a law de 
gree, be 24 to 32 years of age. Excellent op- 
portunity for right man. Address inquiries to 
Box A-1, Credit and Financial Management 


Situations Wanted 


Credit and collection manager available. Twelve 
years’ experience in wholesaling and manufac: 
turing of textiles and floor coverings. Promo- 
tional, energetic and hard working. Available 
at once. Responsible business references will be 
furnished upon request. Box <A-2, Credit and 
Financial Management. 

Credit Manager, young, competent, trustworthy, 
thoroughly salesminded, six years’ diversified 
experience with leading industrial, manufactur 
ing and wholesale firms. Prefer New York or 
New Jersey area. Resumé on request. Box A-3, 
Credit and Financial Management. 


ee ee eee eee ee Sa a 
Young man seeks position. Graduate of the 
University of Michigan with B.S. Degree ™ 
Industrial and Mechanical Engineering—nne 
record of employment throughout college— 
terested in position in the field of production 
management which will allow utilization © 
training to the fullest benefit of employer— 
can locate anywhere—outstanding references— 
complete outline of business and educational 
history available upon request. Box A-4, Credit 
and Financial Management. 
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CLARKSBURG 
Oral B. Rymer 
CASHIER 
Union National Bank 





OSHKOSH 
H. W. Eckardt 
VICE PRESIDENT 
Morgan Co. 








KNOXVILLE 
S. Higdon 


Frank 9 
CREDIT MANAGER 


Lay Packing Co. 


Crepir AND FINANCIAL MANAGEMENT, August, 1950 


CEDAR RAPIDS CHARLOTTE 
Miss Louise Safley L. J. Williams 
CREDIT MANAGER CREDIT MANAGER 
Wan Meter Co. Southern Bearings & Parts Co. 


ASSOCIATION 
PRESIDENTS 


OME DAY, no doubt, the Lord, in His in- 

finite mercy, will inspire someone to define 

a “small business.” Everybody wants to help 

it, for good or other reasons, but nobody can tell 

you what it is. And yet we all know what it is! 

We just don’t know enough about our own lan- 
guage to pin it down. 

One of the many strong features of the Na- 
tional Association of Credit Men, in its fifty-five 
year history has been that its highest offices have 
been held by executives of the country’s smallest 
businesses. Talent advertises itself. Cream must 
inevitably rise to the top. 

National office just as inevitably comes to those 
who have administered local associations with 
distinction. So scan these portraits carefully. You 
may be looking at a future National president. 


HARTFORD ROANOKE 
Richard G. Lavery E. P. Crumpler 
CREDIT MANAGER SECRETARY 

Hartford Gas Co. Barrow-Penn & Co., Inc. 


PROVIDENCE 

Emil Doudera 

SECRETARY 
American Silk Spinning Co 





LITTLE ROCK 
Charles N. Wise 
CREDIT MANAGER 
Arkansas Radio & Appliance Co 


TULSA 
Harry N. Taylor 
CREDIT MANAGER 
Beatrice Foods Co. 
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News from 


There are 137 local Associations affiliated with the National Association and yet not 
half that number is represented in the news pages of CREDIT AND FINANCIAL 
MANAGEMENT. Unfair, isn’t it? Do you know why the doings of so few Associations 
are mentioned here? The answer is simple. The editors, poor ordinary mortal souls that 
they are, have no crystal ball. From Portland, Maine to Portland, Oregon, the anguished 
cry, or the furious roar, assails the poor editors: “why don’t we ever get any pub- 
licity in CREDIT AND FINANCIAL MANAGEMENT.” You don’t get any publicity 
in CREDIT AND FINANCIAL MANAGEMENT, gentlemen, because you haven't told 
us what you are doing. Some Associations are very careful to send to the editors a 
write-up of each meeting ‘or any other important event) immediately after it happens, 
or if it is to happen in the last ten days of a month to send an advance notice of 
what is going to happen. If we are not on your mailing list, please put us on so that 
we will be kept informed of what you are doing and will be able to pass on your news 
to other credit executives throughout the country. 
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CREDIT WOMEN'S GROUPS 


Memphis: The Memphis Wholesale 
Credit Women held a meeting June 20 
at the Hotel Chisca. Vacations cut the 
attendance down to 34 members, but 
those present heard interesting talks by 
President Norfleet and Secretary-Man- 
ager Bryan of the Memphis Association 
of Credit Men on the workings of the 
Association. 

The annual picnic took place July 18 at 
Rainbow Lake. 

. 

Louisville: Our group was very well 
represented at the National Convention 
with our newly elected President, An- 
toinette Schweitzer, acting as our dele- 
gate. Our summer activities are con- 
fined to outings, the first being a joint 
week-end outing with the men’s group 
at French Lick Springs and in August 
we have our regular Summer picnic. 
Mrs. Flora Meads, who is a member of 
our local Credit Men’s Association Board, 
has been appointed to the National Credit 
Women’s Executive Committee. She has 
also been elected Second Vice-President 
of the Dale Carnegie International Club. 

. 

Pittsburgh: Twenty-five members of 
the Pittsburgh Credit Women’s Group 
journeyed to neighboring Scottdale to 
be the guest of June Crowell, R. E. Up- 
tegraff Manufacturing Co., President of 
the group on Saturday, July 15. Secre- 
tary and Mrs. D. R. Meredith of the 
Credit Association of Western Pennsyl- 
vania were also guests. 

A buffet luncheon was served and the 
afternoon was spent in visiting, sight- 
seeing and cards. 

» 

Chicago: The Credit Women’s Group 
of Chicago has announced the new offi- 
cers for the 1950-51 term. They are: 
president, Miss Marguerite L. Higgins, 
Horder’s Inc.; vice-president, Miss Mary 
Olsen, Crown Rheostat and Supply Com- 
pany; Treasurer, Miss Bertha Mikol- 
ainis, Boyd-Wagner Company; record- 
ing secretary, Miss Catherine L. Boland, 
John A. Roebling’s Sons Company of 
Illinois; financial secretary, Miss Mary 
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L. Lynaugh, Westinghouse Electric Cor- 
poration, and corresponding secretary, 
Mrs. Marie S. Reyes, College Inn Food 
Products Company. 

* 

The Atlanta Wholesale Credit Wo- 
men’s Group was entertained at a sum- 
mer picnic at the home of Mr. and Mrs. 
R. R. Petree on July 14th. 

Mrs. Ruth Barber, Write-Right Manu- 
facturing Company, new President of the 
Atlanta Group, presided. A record at- 
tendance turned out to eat fried chicken 
and listen to the reports of the NACM 
Convention at Los Angeles. Mrs. Mar- 
jorie Jennings, Past Chairman of the 
National Credit Women’s Executive 
Committee, reported on the Credit Wo- 
men’s activities at the Convention and 
Mrs. Carmen A. Dobbs, Secretary of 
the Georgia Association, reported on the 
general Convention program. 

A scholarship was awarded to Miss 
Atley New of General Electric Supply 
Corporation to attend the Credit Man- 
agement School at Darthmouth. 

The new Officers of the Atlanta Group 
took an official bow at the gathering. 
They are: 

Mrs. Ruth Barber, President, Write- 
Right Mfg. Co.; Mrs. Ella Foster, Vice 
President, North Fulton Lbr. Co.; Miss 
Mary Ellen Spencer, Recording Secy., 
Spencer-Adams Paint Co.; Mrs. Ruth 
Paine, Corresponding Secy., Smart Prod- 
ucts Co.; Miss Lucy Stephens, Treas- 
urer, Cowan-Boze. Co. 


2 
Rodriguez Given Civic Post 


Warwick, R. I.: Camilo Rodriguez, 
Davol Rubber Co., has been appointed a 
member of the City of Warwick’s In- 
dustrial Commission. Mr. Rodriguez is 
very active in civic affairs. 

~ 

Detroit: The Detroit Association held 
a golf and outing day on Wednesday, 
July 19, at the Black River Golf Club, 
Port Huron, Michigan. Program in- 
cluded a soft ball game, a putting green 
contest, cards, and a dinner. 


A. J]. Smith Appointed 
Treasurer of Stevens 


New York: A. James Smith has been 
appointed treasurer of J. P. Stevens & 
Co., Inc. succeeding William Fraser, 
whose resignation after fifty-ome years 
of service was announced in last month's 
issue of CREDIT AND FINANCIAL MANAGE- 
MENT. Mr. Smith has been with his com- 
pany since 1930 and had been assistant 
treasurer and member of the finance 
committee since 1946. He retains his 
present duties as credit manager. He is 
a director of the New York Association. 

The newly created office of financial 
vice-president has been filled by Kenneth 
W. Fraser, William Fraser’s son, who 
has been with the company thirteen 
years, the last four as comptroller. 


Sidney Alexander Celebrates 
45th Anniversary with Stroock 


New York Sidney Alexander, Secre- 
tary-Treasurer of S. Stroock & Co., Inc. 
celebrated his 45th anniversary with the 
company July 19. Mrs. Elsie M. Murphy, 
President, and Mr. Sylvan I. Stroock, 
Chairman of the Board, joined the mem- 
bers of the New York Office in honoring 
Mr. Alexander at a surprise cocktail 
party during which he was _ presented 
with a handsome, iluminated scroll and 
gift in recognition of his long and loyal 
service with the firm. 

Mr. Alexander joined the firm as a 
very young man in a minor capacity in 
1905. During succeeding years he rose to 
positions of ever-increasing responsibili- 
ty. In 1929, he was elected a Director 
of the Corporation and Secretary of the 
Company. In 1949, he added to his duties 
when he was elected Treasurer of the 
Company. 

Mr. Alexander is a member of and 
active on several committees of the New 
York Association. 


New Orleans Secretary’s 
Son Rescued in Pacific 


New Orleans: First Lieutenant Louis 
Clark Lozes, son of Secretary Fred L. 
Lozes of the New Orleans Association 
of Credit Men, was recently rescued from 
an airplane crash in the Pacific. The 
crash occurred 160 miles southeast of 
Guam. ’ 

Lieutenant Lozes, a radar operator, 
served in World War II. 


Des Moines Annual 
Picnic Held July 15 

Des Moines: The Credit Men of Des 
Moines held their annual picnic on Satur- 
day, July 15, at Grandview Park. 

Every ten years — in 1920, 1930, 1940 
— a souvenir group picture has been 
taken of everybody attending the picnic. 
This year, at the end of another decade, 
again a picture was taken of the entire 
group. 

* 

Rochester: The Rochester Association 
of Credit Men turned out in force on 
Thursday evening, August 10, for the 
Rochester Red Wings-Baltimore Orioles 
Baseball Game. 
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ager of the Central Iowa Unit of the 
National Association of Credit Men at 
Des Moines, is one of the real “old 
timers” among the local Association 
managers. He started with the Des 
Moines Association back in 1919 so that 
now he is well into his thirty-second 
year as executive head of the Central 
Iowa Unit. In 1944 Don celebrated his 
2th anniversary, being honored at a 
special event planned by the officers, di- 
rectors, and staff of the Association in 
Des Moines. 

One of the mile stones in Don Nei- 
man’s career is marked by his leader- 
ship in promoting the Iowa Par Clear- 
ance Bill which has been followed as a 
pattern for similar legislation in other 
states. 

When Don Neiman started with the 
Association in Des Moines in 1919 it 
had a membership of 129. It now regis- 
ters a membership of 244 and stands in 
second place in Class C. 

Don received his Bachelor of Arts de- 
gree from Drake University, Des Moines, 
in 1912, and his degree in Law from 
Drake in 1914. After teaching school for 
a year, he began the practice of law in 
Des Moines and then in 1919 assumed 
the job of executive head of the Central 
lowa Unit. 

In 1944-45 he served as Chairman of 
the Secretarial Council. 


ee E. NEIMAN, Executive Man- 


H. DUNLOP, Secretary at Jack- 
A. sonville, was born in Ayrshire, 
Scotland, a few doors away from the 
birthplace of Robert Burns. At the age of 
ten he came to this country and settled in 
Birmingham, Alabama, where he received 
his education. In 1923 he moved to Flor- 
ida and for seventeen years was associ- 
ated with the Jacksonville office of the 
Bradstreet Company and later with Dun 





Don E. Neiman 


Meet the Managers 





& Bradstreet, Inc. as office manager. 
While in that position he studied Com- 
mercial Law at Southeastern University. 

During the war years he was assistant 
payroll director for St. Johns River Ship- 
building Company and was also in the 
local unit of the U. S. Coast Guard Re- 
serve. In November 1947 he became Sec- 
retary-Manager of the Jacksonville As- 
sociation of Credit Men, Inc. at a time 
when the continued existence of the As- 
sociation seemed rather doubtful. Today 
it is in excellent financial condition and 
enjoys great prestige in business circles 
and in the courts at Jacksonville. 

He lives on the ocean front at Nep- 
tume Beach, seventeen miles from Jack- 
sonville, with his wife and three children. 
His hobbies are fishing, boating, and 
poker. 





A. H. Dunlop 


A. L. Carr Is Appointed 
Resident Vice President 
Of National Surety Co. 


New York: A. L. Carr, National 
Surety Company vice president in charge 
of production for the entire country, has 
transferred his activities to those of resi- 
dent vice president, retiring from the 
duties of production vice president, ac- 
cording to an announcement by Ellis H. 
Carson, President of National Surety. At 
the same time, Mr. Carr is opening an 
office in the Chanin Building as the up- 
town office of the A. L. Carr Agency, 
Inc., which has also maintained an office 
at 26 Court Street, Brooklyn, for many 
years. 

A testimonial dinner to mark the oc- 
casion of his retirement as production 
vice president of National Surety was 
held at the Downtown Athletic Club in 
New York, July 27th. Ellis H. Carson, 
president, presided. He presented Mr. 
Carr with a radio-television console as a 
memento from his many associates at 
National Surety. 
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Henry J. Lamb 


ENRY J. LAMB, Executive Man- 

ager of the Boston Credit Men’s As- 
sociation, is one of the more recently 
appointed secretaries, his tenure of off- 
ice having commenced January 13, 1949, 
but in terms of service to his Associ- 
ation he is definitely an old-timer. 

He was born in Boston in 191) and 
has been in the employ of the Associ- 
ation for more than twenty-one years, 
having joined the Boston staff immedi- 
ately upon graduation from the High 
School of Commerce in 1929. He ob- 
tained his higher education by evening 
study at Northeastern University. 

In 1934 Mr. Lamb was made Manager 
of the Association’s Adjustment Bureau 
and continued in that position together 
with sales promotion work until his elec- 
tion as Executive Manager. 


WITH REGRET— 


We regretfully announce the passing 
of these members of the Association. 

J. W. Boulton, President, Unit Parts 
Co., Oklahoma City, Okla.... E. H. 
Babbitt, Sr., retired representative of 
U. S. Fidelity & Guaranty Co. New 
York, N. Y.... Doublas E. Crowell, 
Credit Manager, Brown Shoe Co., St. 
Louis, Mo. ... William S. Westervelt, 
Treasurer, Deering Milliken & Co., Inc., 
New York, N. Y. Rhae M. 
Swisher, owner, Rhea M. Swisher & 
Co., and Director of the Chicago Asso- 
ciation of Credit Men, Chicago, Ill... . 
Harry J. Bloom, Credit Manager, Ca- 
pri Frocks, Inc., New York, N. Y.... 
A. B. Coulter, retired Credit Manager 
of Blake, Moffett & Towne, Inc., and 
Past President, Tacoma Association of 
Credit Men, Tacoma, Wash. . . . Leon- 
ard C. Bernens, Secretary, Andrew Jer- 
gens Company, Cincinnati, Ohio ... Ar- 
thur R. Thiele, Treasurer, Chicago 
Precision Supply Co., Chicago, Ill... . 
Thomas Mac Connell, Jr., Credit Man- 
ager, Pittsburgh Silica Sand Co., Pitts- 
burgh, Pa....A. R. Gray, President, 


Gray Garment Co., Chicago, Ill. . . 
Walter W. Halstead, Credit Manager, 
D. Canale & Co., Memphis, Tenn... . 
Charles E. Shane, Credit Manager, 
W. H. Hobbs Supply Co., Eau Claire, 
Wks 3% —E. B. M. 
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Officers and Directors of the 
National Association of Credit Men 


PRESIDENT 


A. J. Sutherland, Security Trust & 
Savings Bank, 904 Fifth Avenue, San 
Diego 12, Calif. 


VICE PRESIDENTS 
Eastern Division 


Earl N. Felio, Colgate-Palmolive- 
Peet Co., 105 Hudson Street, Jersey City 
a ee Je 


Central Division 


K. Calvin Sommer, Youngstown Sheet 
& Tube Co. 809 Stambaugh Bidg., 
Youngstown 1, Ohio. 


Western Division 


Lester F. Fishbeck, Coast Packing Co., 
3275 E. Vernon Avenue, Los Angeles 
11, Calif. 


DIRECTORS 


Emmett W. Below, Marathon Corp., 
Menasha, Wis. 

C. Herbert Bradshaw, Bausch & Lomb 
Optical Co., 635 St. Paul St., Rochester 
5, N. Y. 

G. Earl Brister, American Sugar Re- 
fin. Co., 132 No. Peters St., New Orleans 
i a 

James I. Clemons, The Texas Com- 
pany, 2310 S. Lamar, Dallas 2, Texas. 

Harold L. Cummings, Westinghouse 
Elec. Supply Co., 253 East Fourth St., 
St. Paul 1, Minn. 

Laurence S. Day, W. F. Schrafft & 
Sons Corp., 529 Main Street, Charles- 
town 29, Mass. 

Mrs. M. W. Deissroth, The Coleman 
Company, Inc., Second & St. Francis 
Ave., Wichita 1, Kansas. 

Lorne D. Duncan, Nat'l. Distillers 
Prods. Corp., 120 Broadway, New York 
5, N. Y. 

R. W. Durrett, Sheffield Steel Corp., 
Sheffield Station, Kansas City, Mo. 

Arthur L. Franklin, Pittsburgh Plate 
Glass Co., Guilford, Bath & Holliday 
Sts., Baltimore 2, Md. 

Harold H. Gloe, Morrison-Merrill & 
Co., First No. & Third W. Sts., Salt 
Lake City 11, Utah. 

E. W. Hillman, The Federal Glass Co., 
515 E. Innis Ave., Columbus 7, Ohio. 

Arthur L. Jones, Armour & Company, 
Union Stock Yards, Chicago 9, IIl. 

A. G. Keller, Mellon Natl. Bank & 
Trust Co., 514 Smithfield St., Pittsburgh 
30, Pa. 

E. William Lane, American Screw 
Company, 21 Stevens St., Providence, 
ee 

H. J. Lowry, Michigan Mutual Liab. 
Co., 163 Madison Avenue, Detroit 26, 
Mich. 

Holden E. McManigal, Summers Mfg. 
Co., 1300 Santee St., Los Angeles 15, 
Calif. 
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D. M. Messer, Dohrmann Commercial 
Co., 984 Mission St., San Francisco 11, 
Calif. 

Russell W. Peterson, Puget Sound 
Power & Light Co. 860 Stuart Bldg., 
Seattle 1, Wash. 

Irwin H. Raunick, Fairmont Foods 
Co., Inc., 197 Scott St., Buffalo 4, N. Y. 

Lester C. Scott, E. L. Bruce Com- 
pany, P. O. Box 397, Memphis 1, Tenn. 

Irwin Stumborg, Baldwin Piano Co., 
1801 Gilbert Ave., Cincinnati 2, Ohio. 

Ross J. Ulman, Tootle Dry Goods Co., 
9th & Howard Sts., Omaha 8, Nebr. 

Robert Young, Bethlehem Steel Co., 
Bethlehem, Pa. 


CREDIT INTERCHANGE 
BOARD OF GOVERNORS 


Eastern Division: 


George O. Daniel, Horne-Wilson, Inc., 
163 Peters St. SW, Atlanta 3, Georgia. 

Harry C. Jackson, American Hard- 
ware Corp., P. O. Box 1324, New Bri- 
tain, Conn. 

Geo. J. Lochner, Baltimore Assn. of 
Credit Men, 403-05 Abell Bldg., Balti- 
more 2, Maryland. 


Central Division: 


R. C. Creviston, Northern Wisc.- 
Mich. Assn. of Credit Men, P. O. Box 
626, Green Bay, Wisconsin. 

Jule Jackman, Richardson Company, 
Wyoming & Cooper, Lockland 15, Ohio. 

Presley H. Meyer (Chairman), Pea- 
slee Gaulbert Corp., 226 N. 15th Street, 
Louisville 1, Kentucky. 


Western Division: 


Harold H. Gloe (Vice-Chairman), 
Morrison-Merrill & Co., First No. & 
Third W. Sts., Salt Lake City 11, Utah. 

K. J. Koebig, The Liquid Carbonic 
Pacific Corp., Ltd., 2600 East 12th Street, 
Los Angeles, Calif. 

A. D. Johnson, Los Angeles Credit 
Managers Assn., 1501-09 West Eighth 
St., Los Angeles, Calif. 


NATIONAL 
LEGISLATIVE 
COMMITTEE 


Chairman 


C. Rodriguez, c/o Davol Rubber Com- 
pany, 69 Point Street, Providence 2, 
ck, 

Eastern Division Vice-Chairman 

Stanley B. Trott, Maryland Trust Co., 
Calvert & Redwood Sts., Baltimore 3, 
Md. 

Supervision and coordination of legis- 
lative work in Legislative Districts I, 
ii, Ii, V. 


Central Division Vice-Chairman 

V. C. Eggerding, Gaylord Container 
Corp., 111 N. 4th Street, St. Louis 2. 
Mo. 

Supervision and coordination of legis- 
lative work in Legislative Districts IV, 
VI, Vid, VEL, tx, XZ, El, RIL 
Western Division Vice-Chairman 

Frank E. Jerome, Seattle First Natl. 
Bank, 2nd Ave. at Cherry St., Seattle 
14, Wash. 

Supervision and coordination of legis- 
lative work in Legislative Districts XIII, 
XIV. 


LEGISLATIVE DISTRICTS 
AND COMMITTEE MEMBERS 


District | 

(Maine, Vermont, New Hampshire, 
Massachusetts, Rhode Island and Con- 
necticut) 

#Raymond T. Custer, Graybar Elec 
Co., Inc., 287 Columbus Avenue, Boston 
16, Mass. 


District Il 

(New York and New Jersey) 

*R. G. Woodbury, Textile Banking 
Co., 55 Madison Avenue, New York. 
N. Y. 

#Irwin H. Raunick, Fairmont Foods 
Co., Inc., 197 Scott Street, Buffalo 4. 
Ns 8. 

District III 

(Pennsylvania and Delaware) 

*J. Leroy Vosburg, Fernald and Com 
pany, 110 S. 20th Street, Philadelphia 3. 
Pa. 

#J. S. Smith, Westinghouse Air 
Brake Co., Wilmerding, Pa. 

District IV 

(Ohio and Michigan) . 

*Reed D. Andrew, American Blower 
Corp., P. O. Box 58, Roosevelt Park An- 
nex, Detroit 32, Michigan. 


ey. A. Livi, Surface Combustion 
Corp., 2375 Dorr Street, Toledo 7, Ohio. 


District V 

(Maryland, West Virginia, Virgina 
and North Carolina) 

*#Leo G. Horney, Bendix Radio Div.. 
Bendix Aviation Corp., Towson 4, Md. 


District VI 


(Georgia, Florida, Alabama, South 
Carolina, Mississippi, Louisiana) 

*R. L. Burr, Alpha Portland Cement 
Co., First Natl. Bank Building, Birming- 
ham 1, Ala. 

#P. S. Kernion, Meyer Bros. Drug 
Co., Inc., 600 Magazine Street, New 
Orleans 5, La. 
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District VII 

(Kentucky and Tennessee) 

*George W. Wilkins, John Deere Plow 
Co. 339 S. Front Street, Memphis 3, 


Tenn. 
#W. Q. Harned, Federal Chemical 
Co., Starks Building, Louisville, Ky. 


District VIII 

(Indiana and Illinois) 

*Maurice D. Fields, Central Rubber 
& Sup. Co., 30 East Georgia Street, In- 
dianapolis, Indiana. 

#H. E. Butcher, Cities Service Oil 
Co., 919 N. Michigan Ave., Chicago 11, 
Ill. 


District IX 

(Missouri, Arkansas and Oklahoma) 
*#E. A. Schnieders, Dr. L. D. LeGear 
Medicine Co., 4161 Beck Avenue, St. 
Louis 16, Mo. 


District X 

(Minnesota, Wisconsin, North Dakota 
and South Dakota) 

*Glenn Ballard, M. & O. Paper Co., 
500 Baker Arcade Bldg., Minneapolis, 
Minn. 

#Howard C. Hartman, L. J. Mueller 
Furnace Co., 2005 W. Oklahoma Ave., 
Milwaukee 15, Wisconsin. 


District XI 

(Nebraska, Kansas and Iowa) 
*Dewey Melvin, Melvin Lumber Co., 
3717 6th Avenue, Des Moines, Iowa. 
#Stephen J. Wirtz, Omaha National 
Bank, 17th and Farnam Sts., Omaha, 
Nebraska. 


District XII 

(Texas, New Mexico and Arizona) 
*#Mrs. Bess B. Judd, The Macmillan 
Co, Ross Ave. At Akard St., Dallas 1, 


Texas. 


District XIII 


(California, Nevada, Utah and Colo- 
rado ) 

*Harold C. Crout, Colorado Fuel & 
[ron Co., P. O. Box 1920, Denver, Colo- 
tado. 

#A. I. Hermann, Union Lumber Com- 
pany, 620 Market Street, San Francisco 
4, Calif. 


District XIV 

(Washington, Oregon, Idaho, Mon- 
tana and Wyoming) 

*F, E. Clyde, Paraffine Companies, Inc., 
1160 Fairview, No., Seattle 9, Washing- 
ton, 

#Robert W. Kupfer, Sealy Mattress 
Co., 2337 N. W. York St., Portland 10, 
Oregon. 


Members at Large 


J. H. Barton, Electrical Supplies Dis- 

trib. Co., 435 Second Ave., San Diego, 
Calif. 

Arthur Reese, W. P. Fuller & Com- 
pany, P. O. Box 711, Los Angeles 53, 
Calif, 

Richard C. Hunt, % F. S. Harmon 
Mfg. Co., 1938 Pacific Ave., Tacoma 1, 
Washington. 

*In charge of national legislative work. 

#In charge of State legislative work. 


CREDIT RESEARCH 
FOUNDATION 


President 


Paul W. Miller, Marlborough Com- 
pany, 478 Peachtree St., N. E., Atlanta 
3, Georgia. 

Vice President 

Charles E. Fernald, Fernald and Com- 
pany, 110 S. 20th Street, Philadelphia 3, 
ra. 

Trustees 

C. Callaway, Jr., Crystal Springs 
Bleachery, Inc., Chickamauga, Georgia. 

Lorne D. Duncan, National Distillers 
Prods. Co., 120 Broadway, New York 
7 ee A 

Victor C. Eggerding, Gaylord Con- 
tainer Corp, 111 North 4th St, St. 
Louis 2, Mo. 

Lester F. Fishbeck, Coast Packing 
Company, 3275 E. Vernon Ave. Los 
Angeles 11, Calif. 

George J. Gruen, Gruen Watch Com- 
pany, Time Hill, Cincinnati 6, Ohio. 

Frank G. Herbst, Herbst Shoe Manu- 
facturing Co., 2367 N. 29th St., Milwau- 
kee 10, Wis. 

Randolph W. Hyde, Carnegie-Illinois 
Steel Corp., Frick Annex Bldg., Pitts- 
burgh 30, Pa. 

Edward J. Keefe, E. J. Keefe & Com- 
pany, P. O. Box 2192, Tampa 1, Fla. 

G. C. Klippel, Van Camp Hdwe. & 
Iron Co., 401 W. Maryland St., Indian- 
apolis 6, Ind. 

Harry J. Offer, Detroit Edison Com- 
pany, 2000 Second Avenue, Detroit 26, 
Mich. 

Paul A. Pflueger, Pflueger & Baer- 
wald, Mills Bldg. San Francisco 4, 
Calif. 

Miss Annie Porter, Santa Fe Builders 
Supply Co., P. O. Box 899, Santa Fe, 
New Mexico. 

Edward N. Ronnau, Cook Paint & 
Varnish Co., P. O. Box 389, Kansas 
City 10, Mo. 


PERMANENT HOME 
COMMITTEE 


L. D. Duncan, Chairman, National 
Distillers Products Corp., 120 Broadway, 
New York 5, N. Y. 


Victor C. Eggerding, Gaylord Con- 
tainer Corp, 111 N. 4th Street, St. 
Louis 2, Mo. 


Arthur L. Jones, Armour and Com- 
pany, Union Stock Yards, Chicago, III. 

George J. Lochner, Baltimore Ass’n. 
of Credit Men, 5 South Street, Baltimore 
2, Md. 

Paul W. Miller, Marlborough Com- 
pany, 478 Peachtree Street, N. E., At- 
lanta 3, Ga. 


Paul A. Pflueger, Pflueger and Baer- 
wald, Mills Bldg., San Francisco 4, Calif. 


Miss Annie Porter, Santa Fe Builders 
Supply Co., Santa Fe, New Mexico. 

Robert L. Simpson, C. T. Patterson 
Co., Inc., 800 S. Peters St., New Orleans 
7; io 

A. J. Sutherland, Security Trust and 
Saving Bank, 904 Fifth Avenue, San 
Diego 12, Calif. 
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NATIONAL CREDIT 
EDUCATION 
COMMITTEE 


Howard S. Almy, Chairman, Collyer 
Insulated Wire Co., Pawtucket, R. I. 

Beryl Boyd (1950-1952), Belknap 
Hdw. Mfg. Co., Louisville, Ky. 

Byron A. Boynton (1950-1952), Pitts- 
burgh Consolidated Coal Co., Pittsburgh, 
Pa. 

George T. Brian, Jr. (1950-1952), 
Noxema Chemical Co., Baltimore, Md. 

S. C. Butler (1950-1951), Larus & 
Bros., Richmond, Va. 

Fred Carpenter (1950-1951), Mahl 
Steel Co., Los Angeles, Calif. 

Fred J. Flom (1950-1951), Detroit 
Edison Co., Detroit, Michigan. 

Mrs. Hermine A. Fischer (1950-1953), 
Christian Science Publishing Co., Bos- 
ton, Mass. 

Miss Bess R. Havens (1950-1952), 
First National Bank, Binghamton, New 
York. 

G. C. Klippel (1950-1952), Van Camp 
Hdw. & Iron Co., Indianapolis, Ind. 

Arthur Olson (1950-1952), Federal 
Reserve Bank, Chicago, III. 

Charles W. Pritchard (1950-1953), 
Stromberg-Carlson Co., Rochester, N. Y. 

M. C. Ulmer (1950-1953), Zellerbach 
Paper Co., San Francisco, Calif. 

E. C. Vorlander (1950-1953), Minne- 
apolis-Honeywell Co., Minneapolis, Minn. 

F. W. Zander (1950-1953), U. S. Ply- 
wood Corp., New York, N. Y. 


GRADUATE SCHOOL 


Robert Young Treasurer, Chairman, 
Bethlehem, Steel Company, Bethlehem, 
Pa. 

OQ. E. Barnum, Genl. Credit Megr., 
Carnegie-Illinois Steel Company, Car- 
negie Bldg., Pittsburgh 30, Pa. 

Earl N. Felio, Asst. Treasurer, Col- 
gate-Palmolive-Peet Co., 105 Hudson St., 
Jersey City 2, N. J. 

Randolph W. Hyde, Treasurer, Car- 
negie-Illinois Steel Company, Frick An- 
nex Bldg., Pittsburgh 30, Pa. 


George H. Nippert, Credit Mgr., Proc- 
ter & Gamble Distrib. Co., 53 West Jack- 
son Blvd., Chicago, IIl. 


Joseph Rubanow, Vice President, Man- 
ufacturers Trust Company, 681 Eighth 
Avenue, New York, N. Y. 

A. J. Sutherland, President, Security 
Trust & Savings Bank, 904 Fifth Avenue, 
San Diego 12, Calif. 

George E. Tomberlin, Vice President, 
Citizens & Southern National Bank, Ma- 
rietta At Broad, Atlanta, Georgia. 


SECRETARIAL COUNCIL 


S. J. Schneider, Chairman, Louisville 
Credit Men’s Association, 320 West Main 
Street, Louisville, Kentucky. 


William H. Whitney, New Jersey 


Ass’n. of Credit Executives, 11 Hill 
Street, Newark 2, N. J. 

Meredith J. Davies, Tacoma Ass’n. of 
Credit Men, 510 Perkins Bldg., Tacoma 
1, Washington. 
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ET’S look at the war situation. It is our judgment that the average indi- 
vidual is utterly incompetent to pass upon the possibilities of a war. We 
must face the fact that our government, as well as other governments, has 

been using propaganda to secure the objectives of those in control. This being 
the case, and business men being in the dark, they must operate their businesses 
on the assumption there may be or there may not be another war in the imme- 
diate future. Faced with such a situation there is only one thing to do and 
that is avoid speculation, making purchases on the basis of a normal volume of 
business, thus avoiding all unnecessary risks. It should be kept in mind that 
those who disregard this policy and attempt to speculate are assuming a risk 
without any corresponding gain. 

Unwarranted purchases for speculative purposes involve the risk of a sub- 
stantial loss in case there is no war. On the other hand, in case there is a war 
it may safely be assumed that tax legislation will be adopted so as to syphon off 
the largest portion of profits thus made. 

Our advice, therefore, is to keep your feet on the ground and operate in as 


nearly a normal manner as possible. 
—Don E. Neiman 


Kansas City Survey 
Results Announced 


Kansas City: The Kansas City Whole- 
sale Credit Association recently sent out 
a questionnaire to its entire membership 
concerning credit department policy on 
the current ratio and credit department 
relations to the sales department. The 
results of the questionnaire were broken 
down by industry classifications and re- 
sulted in some very interesting compari- 
sons. The questions and the answers 
broken down follow: 


Retired Executives 
Offer Talents As 
Management Consultants 


A unique organization has re 
cently come to life in New York. It 
is a firm of management consultants 
called “Management Counselors, 
Inc.,” 37 Wall Street, New York 5, 
N. Y. Its uniqueness lies in the fact 
that every officer, director, and as- 
sociate is over sixty-five and has re- 


Question 1: ~ you require your salesmen to collect past due accounts when taking a new 
order 
Industry 
Paint, Hardware & Furniture 
Drug, Liquor & Tobacco 
Automotive ; 
Food & Allied 


% replying YES % replying NO 


Petroleum 

OO Se A are et eee alt 
Industrial... .. 

Construction 


Question 2: Do you attend important sales meetings and have an exchange of ideas in open 
iscussions with your sales department? 

Paint, Hardware & Furniture 

[REE SAO ES EONADOD. . . 5. ony s.0 0 wins oe 400% 

Automotive. 

Food & Allied 


Petroleum. . 
Electric. ... 


Industrial 
22. 


Question 3: What ratio do you require of current assets to current liabilities in order to ship a 
customer's requirements on open terms? 

A. Large Accounts % replying replying replying % replying 

2 to 1 3 to 1 4 to 5 or more to 1 
B. Smaller Accounts A B A B A B A B 

Paint, Hardware & Furniture. . : 10. 10. 10. 10. So. Bs. 
Drug Liquor & Tobacco...... . we. _ sae ou Oe . a. 
Automotive : Z 30. 65. bes ate, 5. 
Food & Allied 50. ; a0. .55. 10. %, a0 tLe es 
a0. 45. siete D>. y 20. 
Petroleum see kere Hh eer a a . 100. 
Electric. .°... 20. ; 60. 10. ee cae 
Industrial a 40. 15. Jn ier ;. SS. 
Construction :aa° es iret: alee : 15. 


tired from a position of great re. 
sponsibility. 

Every year American industry re. 
tires top flight executives at an arbi- 
trarily fixed age level (usually sixty- 
five) despite the fact that many of 
those retired are ready, willing, and 
able to carry on in businesses which 
can scarce afford to lose them. 

Compulsory age retirement, of 
course, means that the up and com- 
ing youngster will have a better 
chance of quick promotion. How- 
ever, the retired executives who 
comprise Management Counselors, 
Inc., though they admit that promo- 
tion for younger men is a desirable 
thing, nevertheless feel that it is a 
crime to let so much energy and 
ability go to seed. 

Representing between them over 
two thousand years of business ex- 
perience these older men, who re- 
fuse to accept idleness and whose 
energy and adventurous spirit may 
well pave the way for a healthier 
and hardier economic system, are 
offering their accumulated talents to 
save ailing businesses from becom- 
ing sicker or even dead. 

Represented are bankers, sales ex- 
perts, lawyers, production men, en- 
gineers, accountants, credit execu- 
tives, advertising men, product de- 
signers, etc., etc. 

To quote Alfred L. Hart, retired 
President of Alfred Hart, Inc., and 
now President of the new organiza- 
tion, “What does a person do when 
he is sick? He goes to a doctor. 
That’s us. A client comes to us and 
the first thing we do is examine him 
—all of him. Every department. We 
diagnose his illness and prescribe a 
cure, we give him instructions as 
to how to live to prevent a recur- 
rence of the disease. Of course, we 
can’t force the pills down his throat 
and we can’t be a watch-dog, mak- 
ing sure he follows orders. We 
wouldn’t do that if we could. The 
assumption is he’ wants to get well 
or he wouldn’t have come to us in 
the first place. Nine times out of ten, 
the patient will help himself once 
he knows what to do and what not 
to do.” 


Of particular interest to credit ex- 
ecutives is that past president 
Charles B. Rairdon, Owens-Illinois 
Glass Co., Toledo, Ohio, is a com- 
sultant to.the organization on credit 
problems. 
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